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SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


WEDNESDAY, FEBRUARY 17, 1960 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SMALL Busrness 
ProBLEMS IN THE Datry INDUSTRY OF THE 
SeLect ComMITrEE ON SMALL Busrness, 
Boston, Mass. 

The subcommittee met, pursuant to notice, at 10 a.m., in the Gardner 
Auditorium, Statehouse, Boston, Mass., Hon. Tom Steed (chairman 
of the subcommittee) presiding. 

Present : Representatives Steed and McCulloch. 

Also present : Everette MacIntyre, general counsel, and Brooks Rob- 
ertson, analyst. 

Mr. Streep. ‘The committee will be in order. 

The Special Subcommittee of the House Small Business Committee 
is opening hearings this morning here in Boston regarding acts and 
practices of the distribution of dairy products. 

Serving with me on this Special Subcommittee are Hon. James 
Roosevelt, Democrat, of California; Hon. Charles H. Brown, Demo- 
crat, of Missouri; Hon. Howard W. Robison, Republican, of New 
York; and Hon. Edward J. Derwinski, Republican, of Illinois; also, 
Hon. Wright Patman, chairman of the full committee, and Hon. 
William M. McCulloch, the ranking minority member, who serve as 
ex officio members of the subcommittee. 

It is anticipated that our hearings will continue through Thursday, 
February 18 and, if necessary, Friday, February 19. 

The purpose of these hearings is to receive testimony about alleged 
attempts of large distributors of dairy products in the New England 
area to destroy ‘small competitors and to gain control over prices and 
markets. 

Small business concerns have made complaints to the effect that 
large distributors have attempted to eliminate small competing dis- 
tributors through the use of loss-leader selling of milk and other dairy 
products, and thr ough the use of price discri iminations, rebates, special 
allowances, and other alleged unfair trade practices. 

Representatives of the small concerns alleged that distributors of 
dairy products have sold milk at prices below cost for the purpose and 
with the effect of injuring competition and with the prospect that if 
the practice should be continued the smaller distributors will be 
eliminated and a monopoly control over prices and markets will be 
secured by a few large concerns. These complaints are similar to 
those received by this special subcommittee from small distributors 
doing business in other parts of the country. In some of the areas 
where the large distributors now enjoy monopoly control or almost 
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monopoly control over milk prices, the public is paying much higher 

yrices than were prevailing in Boston and certain other areas in New 
Samed within recent weeks. Investigations are being made for the 
purpose of determining whether the high prices now being paid by the 
public in other sections of the country have resulted from elimination 
of competition in violation of the antitrust laws or in such a way as 
to present problems requiring new legislation. 

We are quite mindful of the public’s interest in this matter. The 
public is entitled to benefits accruing from competition. Obviously it 
cannot secure those benefits once competition is eliminated. Thus, 
it is our duty to examine the situation for the purpose of determining 
whether practices are being utilized which present the prospect of 
eliminating small competing business concerns with ultimate injury 
to consumers of dairy products. We readily understand that these 
problems are not easily understood by the average housewife. We 
share her thoughts about low prices. We believe the housewife 
should be enabled to buy at the lowest possible prices available in 
competitive markets under conditions of fair competition. Our ex- 
perience has taught us, however, that items offered for sale today at 
prices below cost will be paid for in higher prices on that or other 
items. 

Only a few months ago the Supreme Court unanimously upheld as 
constitutional a State law prohibiting sales below cost and noted that 
one of the chief aims of such law is to put an end to loss-leader selling, 
Safeway Stores, Inc., v. Oklahoma Retail Grocers Association, Inc., 
et al. (360 U.S. 334). In doing that, the Court stated that: 


The selling of selected goods at a loss in order to lure customers into the store 
is deemed not only a destructive means of competition; it also plays on the 
gullibility of customers by leading them to expect what generally is not true, that 
a store which offers such an amazing bargain is full of other such bargains. 

Thus, while we are not primarily interested in prices as such, it is 
true that only when an industry is stable, free and competitive, can the 
housewife hope to receive the best in price, service and quality. Any 
price war that results in monopoly or near monopoly is the worst thing 
that can happen to the consumer. 

Our purpose in holding hearings on this matter is to develop the 
facts. We are making no charge against any distributor in the New 
England area. We shall continue our investigation and hearings 
until we feel that we have information adequate to permit conclusions 
about the matter. When all the facts are in, our special subcommittee 
will weigh them, reach conclusions thereon, and report to the full 
committee which, in turn, will report to the House with recommenda- 
tions as provided for in the resolution which created the House Small 
Business Committee. 

With me here today we are very delighted and honored to have our 
ranking minority member, Congressman McCulloch, of Ohio. And 
we also have as our chief counsel here, Mr. Everette MacIntyre, and 
Mr. Brooks Robertson, analyst, from the Small Business staff. 

Congressman, would you care to make any remarks at this point? 

Mr. McCutiocn. Mr. Chairman, I have no remarks to make except 
that I wish to repeat that which you said. We come here with no 
preconceived notions of what the facts are. We hope to put on the 
record, without fear or favor, or without prejudice, the facts as the 
witnesses give them to us. 
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Mr. Streep. Thank you, Congressman. 

Our first witness this morning will be Mr. Vincent R. Brogna, the 
counsel for the Governor of the Commonwealth of Massachusetts. 

If you will come forward, sir. We are sorry that our one-time 
colleague and friend of long standing, Governor Furcolo, could not 
be here in person. But we are most happy to have you. And I 
understand that you have a statement that the Governor desires for 
you to present to us. 


TESTIMONY OF VINCENT R. BROGNA, COUNSEL TO GOVERNOR, ON 
BEHALF OF HON. FOSTER FURCOLO, GOVERNOR OF THE COMMON- 
WEALTH OF MASSACHUSETTS 


Mr. Brogna. Thank you, Mr. Chairman, and members. On behalf 
of the Governor, His Excellency Governor Furcolo, I wish to welcome 
you here to Massachusetts. 

I wish to point out that ever since the first administration of the 
Governor, he has been vitally interested in the problems posed in the 
milk industry. 

farly in his first term, he advocated changes in the milk control 
commission. As you know, i in this State, by law, there is a milk con- 
trol commission that has at the present time the power to regulate 
prices and to prevent and prosecute unfair practices. 

The legislature has not seen fit to go along with the Governor’s 
recommendations in the past, and the milk control commission has 
under our laws of today the same powers that it has always liad. 

This year, in his annual message, the Governor has taken a new 
approach to the problem. We would like to point out that the prob- 
lem of the prices of milk can be split at least into three very important 
phases. 

The first is the protection of the producer of milk in those areas of 
the Commonwealth that are not under Federal orders. There has to 
be a way found to insure that the producer will receive a fair price 
for his product. 

The second is the protection and the benefit of the consuming public, 
to insure that the consumer receives the benefit of the lowest prices 
for milk available that are consistent with ethical practices. 

The third is the prevention of unethical practices by the producers 
or the dealers, and the prevention of sales below cost, because it is well 
realized, we are well aware, that the temporary advantage to the con- 
sumer of very low pri-es may in the Jong run result in extremely high 
prices when and if competition is eliminated. 

This year the Governor, in his annual message, has recommended 
the amendment of our present milk legislation, in order to have the 
following effects: In the first place, he has recommended that all 
price-fixing powers of the milk control commission, except those to fix 
prices to producers i in areas not covered by Federal orders, be elim- 
inated. The effect of this, it is hoped, would be to protect the pro- 
ducer, the farmer, who is producing milk, and insure that he gets a 
fair price for his product. 

The second is to strengthen the provisions in the present law con- 
cerning sales below cost. 

In the past, the milk control commission has been hampered in en- 
forcing these provisions, or at least has been unsuccessful in enforcing 
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monopoly control over milk prices, the public is paying much higher 

yrices than were prevailing in Boston and certain other areas in New 
Fneland within recent weeks. Investigations are being made for the 
purpose of determining whether the high prices now being paid by the 
public in other sections of the country have resulted from elimination 
of competition in violation of the antitrust laws or in such a way as 
to present problems requiring new legislation, 

We are quite mindful of the public’s interest in this matter. The 
public is entitled to benefits accruing from competition. Obviously it 
cannot secure those benefits once competition is eliminated. Thus, 
it is our duty to examine the situation for the purpose of determining 
whether practices are being utilized which present the prospect of 
eliminating small competing business concerns with ultimate injury 
to consumers of dairy products. We readily understand that these 
problems are not easily understood by the average housewife. We 
share her thoughts about low prices. We believe the housewife 
should be enabled to buy at the lowest possible prices available in 
competitive markets under conditions of fair competition. Our ex- 
perience has taught us, however, that items offered for sale today at 
prices below cost will be paid for in higher prices on that or other 
items. 

Only a few months ago the Supreme Court unanimously upheld as 
constitutional a State law prohibiting sales below cost and noted that 
one of the chief aims of such law is to put an end to loss-leader selling, 
Safeway Stores, Inc., v. Oklahoma Retail Grocers Association, Inc., 
et al. (360 U.S. 334). In doing that, the Court stated that: 

The selling of selected goods at a loss in order to lure customers into the store 
is deemed not only a destructive means of competition; it also plays on the 
gullibility of customers by leading them to expect what generally is not true, that 
a store which offers such an amazing bargain is full of other such bargains. 

Thus, while we are not primarily interested in prices as such, it is 
true that only when an industry is stable, free and competitive, can the 
housewife hope to receive the best in price, service and quality. Any 
price war that results in monopoly or near monopoly is the worst thing 
that can happen to the consumer. 

Our purpose in holding hearings on this matter is to develop the 
facts. We are making no charge against any distributor in the New 
England area. We shall continue our investigation and hearings 
until we feel that we have information adequate to permit conclusions 
about the matter. When all the facts are in, our special subcommittee 
will weigh them, reach conclusions thereon, and report to the full 
committee which, in turn, will report to the House with recommenda- 
tions as provided for in the resolution which created the House Small 
Business Committee. 

With me here today we are very delighted and honored to have our 
ranking minority member, Congressman McCulloch, of Ohio. And 
we also have as our chief counsel here, Mr. Everette MacIntyre, and 
Mr. Brooks Robertson, analyst, from the Small Business staff. 

Congressman, would you care to make any remarks at this point? 

Mr. McCutiocn. Mr. Chairman, I have no remarks to make except 
that I wish to repeat that which you said. We come here with no 
preconceived notions of what the facts are. We hope to put on the 


record, without fear or favor, or without prejudice, the facts as the 
witnesses give them to us. 
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Mr. Streep. Thank you, Congressman. 

Our first witness this morning will be Mr. Vincent R. Brogna, the 
counsel for the Governor of the Commonwealth of Massachusetts. 

If you will come forward, sir. We are sorry that our one-time 
colleague and friend of long’ standing, Governor Furcolo, could not 
be here in person. But we are most happy to have you. And I 
understand that you have a statement that the Governor desires for 
you to present to us. 


TESTIMONY OF VINCENT R. BROGNA, COUNSEL TO GOVERNOR, ON 
BEHALF OF HON. FOSTER FURCOLO, GOVERNOR OF THE COMMON- 
WEALTH OF MASSACHUSETTS 


Mr. Broena. Thank you, Mr. Chairman, and members. On behalf 
of the Governor, His Excellency Governor Furcolo, I wish to welcome 
you here to Massachusetts. 

I wish to point out that ever since the first administration of the 
Governor, he has been vitally interested in the problems posed in the 
milk industry. 

arly in his first term, he advocated changes in the milk control 
commission. As you know, i in this State, by law, there is a milk con- 
trol commission that has at the present time the power to regulate 
prices and to prevent and prosecute unfair practices. 

The legislature has not seen fit to go along with the Governor’s 
recommendations in the past, and the milk control commission has 
under our laws of today the same powers that it has always had. 

This year, in his annual message, the Governor has taken a new 
approach to the problem. We would like to point out that the prob- 
lem of the prices of milk can be split at least into three very important 
phases. 

The first is the protection of the producer of milk in those areas of 
the Commonwealth that are not under Federal orders. There has to 
be a way found to insure that the producer will receive a fair price 
for his product. 

The second is the protection and the benefit of the consuming public, 
to insure that the consumer receives the benefit of the lowest prices 
for milk available that are consistent with ethical practices. 

The third is the prevention of unethical practices by the producers 
or the dealers, and the prevention of sales below cost, because it is well 
realized, we are well aware, that the temporary advantage to the con- 
sumer of very low prices may in the long run result in extremely high 
prices when and if competition is eliminated. 

This year the Governor, in his annual message, has recommended 
the amendment of our present milk legislation, in order to have the 
following effects: In the first place, he has recommended that all 
price- fixing powers of the milk control commission, except those to fix 
prices to pr Sdioats | in areas not covered by Federal orders, be elim- 
inated. The effect of this, it is hoped, would be to protect the pro- 
ducer, the farmer, who is producing milk, and insure that he gets a 
fair price for his product. 

The second is to strengthen the provisions in the present law con- 
cerning sales below cost. 

In the past, the milk control commission has been hampered in en- 
forcing these provisions, or at least has been unsuccessful in enforcing 











366 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


these provisions, because either they have not acted speedily enough, 
or have not acted at all, or have not had up-to-date information avail- 
able upon which to base their case in court. 

The bill advocated this year by the Governor proposes that at least 
every 6 months cost data be provided to the milk control commission 
by all the producers and the dealers, under oath. This, it is hoped, 
will have the effect of having up-to-date cost information available in 
the hands of a public agency. 

It also provides that regardless whether or not the milk control 
commission takes action to prevent sales below cost, any producer or 
dealer in the milk industry may institute an action in the courts to 
prevent these practices. In order to aid him to make out a prima 
facie case, the cost data that has been filed with the milk control com- 
mission will be available, by subpena or by order of the court, and 
will be introduced into evidence in a hearing, for example, for an 
injunction against a particular dealer who it is alleged has been vio- 
lating the sales below cost, the provisions of the statute. 

Now, we hope that in this way we will be able to prevent unethical 
practices, if this law is enacted, and also allow the public to have the 
benefit of the lowest possible price for milk consistent with ethical 
practices. 

I will supply the committee, if you are interested, with a copy of 
our proposed amendment to our milk control law. It is hoped that 
after your hearings, and after you hear the evidence here, if you see 
fit, that you endorse our proposal. 

I will be very glad to answer any inquiries. 

Mr. Streep. Thank you, Mr. Brogna. 

I might say that the subcommittee is vitally interested and is 
making a study throughout the several States of what has been done 
at the State level to cope with this type of a problem. We hope when 
we finish that work, that we will have a comprehensive collection of 
all this material, and that we can publish it in form that it would be 
available to all the other States, so that one could benefit from the 
experiences and the actions of the other. And we hope by so doing 
that we will encourage more effort on the part of State governments 
to cope with these problems. We feel that some States have made 
very substantial progress in helping in a situation of this sort. And 
since no such comprehensive study has ever been made and published, 
we thought we might make a worthwhile contribution to all the 
States by assembling this sort of a report. And that is one of the 
projects we are now working on. 

On behalf of the committee, I want to express our appreciation to 
you and to Governor Furcolo for your cooperation and assistance. 
And we would be pleased to have all the material on your laws about 
this, plus the proposed changes that you have. It will be included in 
that general overall study. 

Mr. Brocna. Thank you, sir, I will supply those for you. 

Mr. Streep. Mr. McCulloch, do you have any questions? 

Mr. McCuttocu. Yes, I have a question or two. 

First of all, again I wish to join with my chairman in expressing 
satisfaction that there appears to be a very definite desire on the part 
of the Governor and the State of Massachusetts to solve this problem. 
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It is my own studied judgment that insofar as a State is able to do 
so, it should solve its own problems, and should go to the Central Gov- 
ernment only when it is beyond the power of the State to solve those 
problems. 

In that connection, I would like to ask this question: Do you, and 
do you as spokesman for the Governor, feel that it is within the power 
of the State of Massachusetts to solve the major problems which are 
besetting the milk industry in Massachusetts ¢ 

Mr. Broena. I believe that it is the opinion of the Governor that if 
the legislation that is proposed this year by the Governor is passed, 
that it will go a long way toward solving the problems that arise in 
the milk indust ry in Massachusetts. 

Mr. McCutxiocuw. About how much of the milk that is produced 
within the State of Massachusetts is produced under Federal orders, 
or in milksheds created pursuant to Federal orders ? 

Mr. Broena. I am not sufficiently informed of the exact percentage 
to make a statement on that. The commissioner of agriculture will 
testify on that, sir. 

Mr. McCuttocu. Are you troubled by any difficulties that have 
their inception elsewhere in New England, beyond the boundaries of 
Massachusetts / 

Mr. Broena. That is also a question that I am not sufficiently an 
expert on, or informed upon to answer fully for you, and I would 
prefer, if you don’t mind, that you ask that of the commissioner of 
agriculture also. 

Mr. McCuttocu. Thank you, Mr. Chairman. 

Mr. Steep. Mr. MacIntyre ¢ 

If you will make available for our record a copy of the proposal 
you mentioned—— 

Mr. Broena. Yes; I will have that. 

Mr. Sreep. I want to again express our appreciation for your com- 
ing here and cooperating with us. Thank you very much. 

“og next witness this morning will be Hon. Edward J. McCormack, 

, the attorney general for the Commonwealth of Massachusetts. 

a behalf of the committee, I want to publicly express our appre- 
ciation for the wonderful help and cooperation you have given our 
staff in the work we have done here on this problem. We appreciate 
it very much. You have been most helpful to us. 

We are very delighted to have you here in person this morning. 
We will now be pleased to have any comment that you care to make. 


TESTIMONY OF HON. EDWARD J. McCORMACK, JR., ATTORNEY 
GENERAL OF THE COMMONWEALTH OF MASSACHUSETTS 


Mr. McCormack. Thank you very much, Mr. Chairman, and Con- 
gressman McCulloch, Mr. M: acIntyre, and Mr. Robertson. 

I have a prepared statement, Mr. Chairman (I have one being 
typed), but rather than read a prepared statement, what I would like 
to do is to give you some background of the problem as I view it, as 
attorney general, some background of the Massachusetts laws that 
are involved, because much of the testimony you will hear today has 
to do with Massachusetts laws, and perhaps a brief sketch of the 
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rarious State agencies that are involved that will be testifying before 
you. 

I want to say at the outset that we in Massachusetts are very happy 
to have you here. We like to feel that our problems are unique, an 
that no other State has the problems we have in Massachusetts. After 

talking with Mr, Robertson and Mr. MacIntyre over the past few 
weeks, I readily understand that that which has beset us here in 
Massachusetts is fairly uniform throughout the country. Therefore, 
we have much to learn from your experience in other sections, both 
as to Federal and State action that possibly can be taken to alleviate 
what portends to be an unhappy situation. 

Sometime, Mr. Chairman, in 1956, we started to have in Mas- 
sachusetts multiple gallon-jug operators. They did business in our 
State on a small scale, and they expanded to a relatively speaking 
larger scale where in 1958 they represented approximately 1 percent 
of the market in what we will refer to as area 17. 

Their entry into the market resulted in a price war in this greater 
Boston area, and as a result of this price war, a petition was filed 
with the milk-control commission to declare an emergency, and set 
prices on the retail sale of milk. 

So that you will have the background, we have in Massachusetts 
a department of public health, a milk control commission, a milk 
regulation board, and a department of agriculture, being the regulat- 
ing agencies in this field. 

In the declaration of an emergency, the milk control commission 
under our statutes declares an emergency to exist after they find cer- 
tain facts to be in existence. This declaration of emergency must 
be approved by the milk regulation board. The milk regulation 
board consists of the chairman of the milk control commission, the 
commissioner of public health, or his representative, the attorney 
general, or his representative, and the commissioner of agriculture, 
or his representative. 

The milk regulation board, if they approve the declaration of an 
emergency then sends it back to the milk control commission, and 
the milk control commission sets prices. 

The conditions precedent to the declaration of an emergency under 
our Massachusetts laws are, first, that there is an inadequate supply 
of fluid milk in the area; : and, second, that without such price fixing, 
the price to the producer could not otherwise be maintained. 

So that you may have an idea of the chronology in this matter, 
on September 12, 1958, public hearing was held by the milk control 
commission as to the existence of an emergency. This was held in 
the Arlington Town Hall, and testimony was received on the two 
questions that must be determined. 

In November—some time subsequent to this date—I am not sure 
of the exact date, but Mr. Hart, the chairman of the milk control 
commission can give that to us—they declared that an emergency 
did exist. The matter was sent to the milk regulation board, which 
consists of these four agencies, for approval. I have a representative 
on that board. 

I would point out to the chairman and to the committee two things. 
First, the milk regulation board is bound by the facts found by the 
milk ‘control commission. We cannot go beyond the record. “And 
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second, the milk regulation board, acting in an emergency situation, 
did not have a transcript of the September hearing which ‘established 
the facts until December, and they had a meeting on November 17, 
1958, at which the declaration of an emergency was approved. 

On November 18, 1958, the milk control commission promulgated 
an order in which they increased the price of out-of-store sales for 
half gallons from 41 cents to 49 cents, in glass—half gallons paper, 
42 cents went to 51 cents, and gallons 79 cents went to 91 cents. And 
these figures of 49 cents, 51 cents, and 91 cents became the price fixing 
order of the milk control commission. 

On November 20, Mr. Chairman, the Governor sent a telegram to 
the milk contro] commission, again under a State statute, orderi ing 
a review by the milk control commission of its action in declaring an 
emergency, and issuing an order fixing prices. 

The milk control commission requested me to give them an opinion 
as to what the review should consist of, and I ruled in an opinion 
which is included in the statement that I will give to you, my formal 
statement—that the review meant a de novo proceeding. In other 
words, they had to start with a new hearing, as if they had not had 
previous hearings, and they were acting ab initio. 

I would submit here that part of my testimony is to be given by 
the gentleman who, I trust, will follow me. 

I spoke to Mr. MacIntyre about this—Professor Gamble, speaking 
for my Advisory Consumers Council. 

On that council we have some leading economic experts who advise 
me on matters concerning consumer protection which affect various 
areas of the economic rights of the consumer. It is comp sed of 
people who practice law, people who are leading economists in our 
universities here in Massac husetts, and others who serve without com- 
pensation and act as public-spirited citizens who recommended to 
me what they think is best and calling their shots as they see them. 

Some time after the price-fixing order went into operation, Mr. 
Chairman, I asked the Advisory Consumers Council to look into this 
question of emergency, and the fixing of prices. 


They had ; several he arings behind closed doors. I say behind closed 
doors, because constantly throughout this entire procedure there was 


court litigation, and therefore the hearings that were held by the 
Advisory Consumers Council, which will be discussed by Professor 
Gamble, were held without any publicity for fear of prejudicing the 
rights of those who were litigants. 

The Advisory Consumers Council came out with a report on De- 
cember 13, Mr. Chairman, and the gist of that report was that there 
was no emergency and that the conditions precedent to the declara- 
tion of emergency did not exist. They said in substance (which 
Professor Gamble I am sure will discuss) that first there was one-third 
more milk available for human consumption as class I milk, than was 
necessary for the needs of the community. 

It is interesting to note that at the Arlington hearing, the Federal 
Milk Marketing “Administr: ator, who is the man to be called in the 
question of how much milk is available in the area, was not called 
upon to testify. We invited him to the Advisory Consumer Council 
meetings, and we got the testimony from his representative that this 
surplus milk was available in area 17. 
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Also, our law is designed to protect the producer. And, again, the 
producer price is set by the Federal Government, not by the State. 
And the emergency that existed—we called it an emergency, and cer- 
tainly there was a chaotic condition in the milk industry here—did 
not directly affect the producer. Although in fairness, I must state 
that there is an argument that where there is unrest on the part of 
the dealer, where the dealer goes out of business, then the producer 
is the one to suffer, because he loses his customers. The law, however, 
is set up to prevent a situation where the price to the producer can- 
not, without the declaration of an emergency, be guaranteed. This is 
one of the conditions precedent. 

This report said in substance that these conditions were not met, 
and, therefore, there was no reason for the declaration of an emer- 

ney. 

Many things happened subsequent to that, Mr. Chairman, relative 
to court action. So you will understand, the attorney yeneral of 
Massachusetts has the responsibility of representing all State agen- 
cies. One of our agencies, of course, is the milk control commission. 

On the matters that appeared in court, we had a situation where it 
was and is my responsibility under our "laws, to represent the milk 
control commission in saying that the price fixing order was valid. 
And, at the same time, I have an overriding responsibility to protect 
public interest. So I swore in, as a special assistant attorney general, 
Mr. Abrams, who is sitting here, who is the counsel to the milk control 
commission, so that he would have standing in court to present the 
commission’s point of view fully. And, as “L said to him, I wanted 
him to fight all the way for his client, which was the milk control 
commission. 

We intervened on the other side—as attorney general represent- 
ing the consumer and public interests, and we opposed the milk 
control commission in these various court proceedings. 

This went on, Mr. Chairman, until on May 14, 1959, a petition 
for contempt was filed against the milk control commission for not 
acting as a result of this order for a review order by the Governor. 
And in that action a stipulation was entered, whereby the commis- 
sion agreed to come out with an order ora ruling forthwith as a result 
of the ‘hearings they had held. 

On June 19, the milk control commission voted to declare that 
an emergency still existed. This declaration went back to the milk 
regulation board. On the question of approving the declaration of an 
emergency by the milk control commission, the milk regulation board 
failed to approve it. I voted against it. Mr. Michael, the representa- 
tive of the health commissioner, who is the director of food and drug— 
pure food and drug director—he voted against it. Mr. Hart and Mr. 
MacNamara voted for the continuance of the emergency. 

After the refusal to approve the emergency, we then had an end 
to price fixing, and we had a resumption of the price war. 

I am sure you have found out, Mr. Chairman, throughout the 
country, that in price wars, as your very profound opening statement 
indicated, the big get bigger. The small and medium dealer who 


do not have the capital reserve to survive a continued daily loss are 
driven out of business. 
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We were faced here in the State with a situation where many of 
our medium sized and smaller dealers were going into bankruptcy. 
And I felt something had to be done that was more or less dramatic. 

On August 11 of 1959 I, therefore, called a meeting in my office 
of those dealers representing some 80 percent of the dealers interests 
here in this area. 

Mr. Hart was with me, cooperating fully in this meeting, and Mr. 
James Dougherty, who is Assistant Regional Counsel of the Federal 
Trade Commission was also present as an observer. 

We told the dealers’ representative that we would give them (this 
was on a Friday) we would give them until the following Monday 
to raise their price above a certain figure. We took the wholesale 
cost of the most efficient operator, and we said we will assume that any- 
one selling below this cost is violating our below cost sales statutes. 
We have such a statute in Massachusetts—as the chairman referred to 
in his opening statement. We announced that if any dealer continued 
to sell below this figure, on the following Monday the milk control 
commission would issue a show cause order, and have them come in 
to show cause why their license should not be revoked. 

Mr. Hart cooperated fully in this, and we meant business. The milk 
dealers, with the exception of one or two, immediately went above this 
price. Now, this was not price fixing, price fixing per se, because this 
price was below the shclieals cost of practically everybody in the 
room. And if they sold below that price at wholesale and show Mr. 
Hart that this was justified by their own costs, in other words, that 
they were not selling below cost, then they could do so. This proce- 
dure created a rebutable presumption of violation of the law. 

It worked, except for one or two. The one or two were brought 
in by Mr. Hart on a show cause order, and they got an injunction in 
court—again, court proceedings which we will not go into in great 
detail. And this continued until October 1 of 1959, when the Hood 
Co. dropped their price. 

Representing Mr. Hart, in the milk control commission, we brought 
the Hood Co. into court, seeking an injunction, based on the cost 
figures they had submitted. 

Now, I should explain about these cost figures. When the milk 
control commission had its first hearing in Arlington, it had each 
of the dealers submit to it his costs, to show what prices should be 
if price fixing were justified by the conditions required to be found 
under the statute. We felt that these costs which the dealers sub- 
mitted could be used to establish a prima facie case. If they say 
“This is my cost” under oath, and these prices were submitted under 
pains and penalties of perjury, and they submit and say this is my 
cost, under oath, and then they sell below that figure, this would 
appear to establish a prima facie case on our part, that they are 
violating our below cost sales statutes. The court refused to issue 
the injunction on the basis that the cost figures were more than a year 
old at the time the suit was brought. 

I would say this is now the status of the milk situation here in 
Massachusetts as far as the activities of my office are concerned. I 
am sure much is happening daily, and much has happened which 
Mr. Hart and Mr. MacNamara and Mr. Michaels can fill you in on. 
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The one point that I would comment upon that was touched on by 
the Governor is the Sate legislation concerning the ability to prove 
below cost selling against the larger dealers. It was my suggestion at 
the August 11 meeting which we held in my office that Mr. Hart t get 
semiannual cost figures from these dealers as a condition of the li- 
cense, and this would enable the milk control commission to go into 
court and prove the case of selling below cost, or at least it would 
shift the burden to the milk dealer, to show that he was selling above 
his cost. This has been one of the major problems in this whole milk 
controversy—the lack of law enforcement. 

The State agencies have tried to do by regulation and price fixing 
that which I submit they should do by law enforcement. For this 
reason we got involved so closely with the milk control commission 
in some of these matters subsequent. to the second price war. I told 
Mr. Hart that if he had difficulties in law enforcement, the facilities 
of my office were available to him. We would enforce the laws for 
him. The same with Mr. MacNamara. The same with Mr. Michaels. 

I don’t think that price fixing was the answer or is the answer. 

I would mention relative to law enforcement a problem which we 
have, which we perhaps still have. I don’t know as we have received 
any complaints recently on it. And that is the question of milk 
which comes into the State and is purchased from unregulated and 
uninspected sources or, I should say, we suspect is purchased as class 
II milk, and sold as drinking milk. 

Mr. Cashman is prompting me. Mr. Cashman and I are on the 
other side of this, but I accepted his suggestion. Unregulated and 
uninspected sources. It has been termed in the newspapers as bootleg 
milk. 

Mr. McCuttocn. Mr. Chairman, may I interrupt the witness right 
there? It is within the power of the State of Massachusetts to regu- 
late the type of milk and the conditions under which it is produced 
before it can be brought into Massachusetts, is it not ? 

Mr. McCormack. Yes, Congressman. "This is the problem. We 
went to the milk control commission files, and some of the milk 
dealers are reporting that they are purchasing their milk from a 
source that is not, along your lines, a regulated or inspected source 
of supply. 

I would interject oo that Mr. Gurvitz, who is an assistant at- 
torney general, Mr. Gurvitz went to Michigan. And we also had 
communications with New Jersey and with New Y ork, with the various 
milk marketing administrators. 

We had a great deal of difficulty in this area because the milk 
marketing administrator feels that the information he has is con- 
fidential, ‘and refuses to disclose it to us. We have the same problem 
you have in many areas of law enforcement, where you know some- 
thing is going on but you cannot get the evidentiary proof to get 
conviction. We had State police officers from my office out working 
in close cooperation with the State police from New Jersey, and 
from Pennsylvania, and Connecticut, trailing a truck and tank which 
we trailed from a plant, doing business outside Massachusetts, but 
processing milk for Massachusetts distribution, to the source of supply, 
which is a cheese factory, which sells class II milk basically, and 
trailing it back, but losing it in each case, because you have a diffi- 
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cult problem in trailing a slow-moving milk truck. Every time, 
that is the times we were following them, we tried to go to the next 
highway interchange and wait for them to catch up, and then go 
ahead and wait and sooner or later they always disappeared. Even 
though we knew the route they were supposed to take. 

This was a 24-hour proposition, Mr. Chairman. 

We were in the position where we felt this was going on. 

Again, it is not necessarily, in my opinion, exclusively a State prob- 
lem on law enforcement in this respect. It is a very difficult problem 
for us. We have no jurisdiction in Connecticut, and no jurisdiction 
in New Jersey or Pennsylvania. We rely upon the cooperation of 
their police officials. And if we go to the Connecticut police and we 
say, “Well, what happened when this vehicle was lost? We are 
waiting at the Massachusetts border to pick it up,” they say, 
“Well, we had it up until this gate. Some time between this gate 
and that gate they went off the expressway, and there we were.” 

I feel that this is a Federal problem, not only from the standpoint 
that it is interstate commerce, but also that the dealer is doing 
business with Federal institutions. 

I talked to Mr. MacIntyre, and have given him a little detail on 
it. IT wouldn’t want to get specific here, because we don’t have a case, 
and IT don’t want to be defending myself in a libel suit. 

Mr. Chairman, that, basically, is our role, the role of the attorney 
general, in this problem. I feel that, like any other question, no 
question is decided wisely unless it is discussed thoroughly. And I 
am sure we are going to have a thorough discussion here, and I am 
confident that in its wisdom the subcommittee and the full committee 
and the Congress will take whatever wise action is necessary to 
protect the business and consumer interests in our State. 

I would only say to you that I have some recommendations to 
make, relative to Federal legislation. But rather than be repetitious, 
these recommendations will be made by Professor Gamble. And I 
would like to incorporate those as my own. And I would also like 
to have my formal statement included in the record as part of my 
testimony. 

Mr. Sreep. The committee will be glad to accept your formal 
statement. We also appreciate your comment. 

One point that I want to clear up. Under your State law, as I 
understand it, a vendor of dairy products is required to obtain a 
State license. Is that so? 

Mr. McCormack. Yes, sir. 

Mr. Streep. What agency of the State issues that license? 

Mr. McCormack. The problem we have is that this is one of the 
most, we could say, overlicensed areas in our community, and at 
the same time not licensed enough. 

We have agriculture, health, and the milk control commission li- 
censing the various phases of this milk industry. None of them, as 
I recall, license for this specific purpose the retail vendor. Well, 
I am advised they license the large supermarkets. But the only 
reason I say this is Mr. Gahan, who I assume is here—we couldn't 
have a milk hearing without Mr. Gahan—one of the strong argu- 
ments of Mr. Gahan was that they should license all of the vendors. 
I just remember that from one of our conferences. And that they 
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are not now licensed. Mr. Abrams tells me that the milk control com- 
mission licenses some of them. I assume they do it with the larger 
ones. But I think it is a physical impossibility to license and super- 
vise the licenses of every single retailer in the area, Mr. Chairman. 

Mr. Streep. Well, I was referring more to the distributors. 

Mr. McCormack. The distributors, yes, they are licensed both from 
the standpoint of health and by the—depending upon their role— 
by the milk control commission or agriculture. 

Mr. Streep. Does the type license the distributor takes out have any 
requirements he is compelled to live up to? Is the license cancelable 
for any reason or reasons ? 

Mr. McCormack. Well, one of the purposes that I had a meeting 
on August 11 was like any license, you set terms and conditions of 
the license. I am not that familiar with the specific terms and con- 
ditions. But one of them, of course, is that you operate this license 
in accordance with State laws. 

When we had the meeting on August 11, we in effect issued a man- 
date that either they comply with our State law relative to below- 
cost selling—and in the price war that they were all selling below 
cost—either they comply with the State law, or the license would be 
revoked. And Mr. Hart went along with this, and told them that he 
would definitely revoke the license of anyone who sold below the 
figure that I mentioned earlier, below cost, below their cost. And 
we took a figure to say that we presume you are selling below cost if 
you are below this figure. 

Mr. Sreep. Well, can the cancellation of a license for a distributor 
under your State law have the effect of putting him out of business? 

Mr. McCormack. Yes, Mr. Chairman. 

Mr. Sreep. And he would be liable for prosecution if he continued 
to sell milk without a license? 

Mr. McCormack. They couldn’t sell milk without a license. If 
we tried to foreclose from business a concern doing 30 to 50 percent 
of the business in the area, I assume they could go to court to get a 
restraining order against our so doing. But we would try it. Mr. 
Hart and myself were ready, willing, and able to try it on August 11. 

Mr. Steep. Mr. McCulloch? 

Mr. McCutxocnu. Yes, I have a couple of questions, Mr. Chairman. 

By whom, if you know, were the price wars which you have men- 
tioned, commenced ? 

Mr. McCormack. This, Congressman McCulloch, is one that some- 
one much wiser than I would have to answer. It started with the prob- 
lem of a gallon-jug operation. We had the gallon-jug operator taking 
over 1 percent of the market, and selling at a price much below that— 
let’s say below, without using qualifying words—below the price sold 
by the 99 percent of the market. There are some in the community who 
feel that it was then the large customers, the supermarkets, the chain- 
stores, who said to their dealers, “The customers in my supermarket 
can go to this store and buy a gallon jug much cheaper. I want you 
to sell it. to me for this price.” 

We know when the thing started. I am sure that Mr. Abrams or 
Mr. Hart can give you more specific dates. We know it started down 
in Brockton, Mass., which is just south of here. It started because 
one of these gallon-jug operators opened up a store right next to a 
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chainstore, and this started the whole chain of operations, where that 
chainstore reduced its price. And then another chainstore said, “Well 
if you can get it there, I want you to give it to me for the same price,” 
and the 99 percent lowered their price to meet the 1-percent com- 
petition. 

Mr. McCutiocu. Do you have any opinion whether or not the 
original seller of milk in gallon containers was selling at a loss? 

Mr. McCormack. We sent from the Advisory Consumers Council 
three accountants down to look over the books of the Cumberland 
Dairy. It was their opinion that the Cumberland Dairy, being the 
larger gallon-jug operator—and I hope the other gallon-jug operators 
won't take offense—was not, then, selling at a loss. 

Mr. McCutxocu. Well, now, that, of course, is a very interesting 
comment to me. And it leads me to express this tentative opinion. 
Perhaps we are in the growing pains of a new type of distribution 
in Massachusetts, which may result in some considerable good to the 
consumers. If that be the case, do you think there should be an 
interference with this new type of distribution until there has been 
an opportunity for it to be tested in accordance with long standing 
economic practices in the marketplace ? 

Mr. McCormack. I would answer your question by saying, of course, 
I do not think there should be interference, Congressman. And I 
would answer it further by repeating the testimony of one of the 
larger—using the term “larger” as a relative term—milk dealers here 
in Massachusetts, who said that if the gallon-jug operators are selling 
at a profit, “We either have to meet their price competitively, or we 
don’t belong in the business.” And the problem seemed to be that 
over a period of years here in Massachusetts we never had price com- 
petition per se. The competition was based largely on services and 
quality. And suddenly we are faced with price competition from this 
new means of distribution. I think it is good. I think it is beneficial 
tothe consumer. In this audience today I am in a distinct minority in 
that opinion, I am sure, outside of the committee—I don’t know how 
the committee feels. 

Mr. McCutxocu. Do you know whether there has been any evi- 
dence in other communities, in other States, concerning the distribu- 
tion of milk in half gallons and gallon containers, with respect to 
costs and profit, in comparison with distribution by the old method? 

Mr. McCormack. Only by heresay, Mr. Chairman. I had re 
ported to me some discussion on the situation down in Connecticut, 
and the situation down in Rhode Island, on opposite sides—Connecti- 
cut, because there was a monopolistic—possibly a monopolistic sitna- 
tion and the price was rather high, and in Rhode Island, because of 
an open situation and the prices were lower. But I don’t know that 
much about it, and I would not want to comment. 

Mr. McCutiocu. Do you know whether any of your authorities 
here have any evidence in that field from the District of Columbia, or 
from Ohio? 

Mr. McCormack. Professor Gamble will say a word on that, Con- 
gressman, although he doesn’t have the evidence. 

Mr. McCuttocn. I have one or two more questions, Mr. Chair- 
man. 
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Do you believe that the standards for the production of milk, agd 
the grading of milk, should be solely a Federal function? 

Mr. McCormack. When you deal with standards, Mr. Chairm 
you are dealing in a matter of public health, and in many are 
uniformity is a ‘good thing. But when you get into the area of pubh ¢ 
health, I feel quite strongly that unless the uniform standards are 
equal to the highest standards of any of the States, that you should 
not force a State which has high standards, such as Massachusetts, to 
lower its standards because of a uniform requirement for the country 
by the Congress. 

Mr. McCuttocu. Do you generally believe that there is authority 
in the State or Commonwealth of Massachusetts to solve these prob- 
lems which have been besetting the producers and distributors of 
milk ? 

Mr. McCormack. I feel that if we have the strengthened legisla- 
tion recommended by the Governor, relative to the ability to prose- 
cute for Homi cost sales, we can end price wars with adequate enforce- 
ment. I don’t think that this in and of itself is going to end the prob- 
lem. But at least it will goa long way toward prev enting the problem 
from becoming so widespread that you would have a “situation de- 
velop which we have seen develop here in our State. 

Mr. McCutztocu. Then may I properly conclude that it is your 
opinion that substantially all of these problems which have been be- 
setting the producers and the distributors might be solved if the 
responsibility were accepted by those in Massachusetts who have 
that responsibility, without naming those areas of responsibility ? 

Mr. McCormack. Congressman, you have to understand that I am 
now talking about that over which we have substantial jurisdiction. 
We have substantial jurisdiction on the sales within our State, the 
retail sales within our State, the wholesale sales within our State. 
When you talk about production, you are talking about something 
altogether different. And this is an integral part of the overall 
program. 

The production is largely in the other New England States. We 
are a producer State, but to a smaller degree. They can argue fig- 
ures. Perhaps Professor Gamble can give you a more accurate per- 
centage. But the original consumer, “Advisory Consumers Council 
report, estimated that for area 17 some 97 percent of the milk pro- 
duced is produced outside of Massachusetts. For the State as a 
whole, I think 70 percent of our milk is produced outside of the State. 

Mr. McCutxocu. Well, do you think that it is within the power 
and the authority of the State or the Commonwealth of Massachu- 
setts to regulate the conditions under which that milk, which is pro- 
duced in other New England States, comes to Massachusetts ? 

Mr. McCormack. I think they have laws on the book now relative 
to inspection and regulation, Congressman, yes. 

Mr. McCutxocu. Is it possible to reasonably enforce those laws? 

Mr. McCormack. I believe it is possible to enforce them if these 

ople had the personnel. I sympathize greatly with the various 
icensing authorities in the State. I don’t think they have got ade- 
quate personnel to properly enforce the laws—and this applies to 


health, it applies to agriculture, and it applies to the milk control 
commission, 


’ 
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Mr. McCuttocn. Well, Mr. Chairman, I pressed that line of ques- 
tioning by reason of the fact that I do have a strong feeling that the 
Federal Government should enter no field of business which can be 
properly and successfully regulated by tlie State where the difficulties 
arise. 

Mr. McCormack. May I add a note to that, Congressman? We 
agree that basic premise, and go one step further—that neither should 
the State interfere in a free economy system, where the economic 
competition will seek its own level eventually. 

Mr. McCutxocn. I accept the amendment. 

Mr. Sreep. Since New England is a rather complex geographical 
area, and since the metropolitan area of Boston constitutes a tremen- 
dous consumer market, calling upon all that area for many things, 
it is a logical cone lusion that milk and many other commodities con- 
sumed here should naturally flow from adjacent States in the New 
England area 

Now, while you may not have the authority in the State to go into 
Vermont and New Hampshire, for instance, and dictate to producers 
there, who are not subject to your State law, you still would have the 
right to determine the standards of what—at least from a public health 
st: andpoint—of what can be vended in this area, and that somewhere 
along the line the producer will have to convince some proper State 
author ity in Massachusetts that the commodity he proposes to sell 
does meet those standards. And so actually you do have, even if it is 
sort of a veto power, a way to in some measure dictate to the producer 
in the other States, isn’t that so? 

Mr. McCormack. Yes, Mr. Chairman. As a matter of fact, this 
was the problem that presented itself in the so-called bootleg milk. 

Mr. MacNamara will testify that—and I am sure the Milk Control 
Commission will testify—that the producer must be an approved 
source. And you have various licensing agencies entering into this. 
I, myself, having lived with this for some time—I don’t know where 
agriculture stops and health stops, and where there is an overlap be- 
tween agriculture, health, and the milk control commission. But the 
source, even though it is out of State, is still a source that must be 
approved by our State authorities. 

avd, as you say, while they are not within our geographic borders, 
in order for them to do business within our borders, our State agen- 
cies do regulate them. The problem is on the personnel to make the 
inspections after the initial inspection, after the initial approval. 

Mr. Strep. In some areas, they solve the problem this way. In the 
Virginia-Maryland area, for instance, each State has its own regula- 
tions. By mutual agreement, if a producer in Maryland had met the 
Maryland requir ements, he is automatically presumed to have met the 
Virginia requirements, and vice versa. I was wondering if any of the 
adjoining States here have the sort of standards of compliance, for 
instance, of a Vermont producer with Vermont law, who would be 
presumed to comply with your requirements. 

Mr. McCormack. Mr. Chairman, this is something which I am not 
qualified to answer, but I would give a layman’s view, of it, just from 
superficial knowledge. That is that this is something that can be very 
readily worked out, ‘where you have States that are on a par relative to 
production and consumption. But when you have on the one hand a 
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producer State, and on the other hand a consuming State, the stand- 
ards are not necessarily the same, if you get what I mean. And I 
think this is the problem you have here. 

In doing business with our sister States, they are producers for us, 
and we are consumers. Mr. Cashman’s people buy most of the Massa- 
chusetts-produced milk. Maybe he could enlighten you as to whether 
Massachusetts producers sell to other States. “And this is what would 
make practical this mutuality of licensing and standard-setting pro- 
cedure. 

But I doubt it. 

Mr. Sreep. Well, the concept of the intermixing of Government 
agencies into an area of business situation may seem complicated to 
you here. In the Virginia-Maryland-District of Columbia area, for 
instance, you have District laws, both health and otherwise, passed 
by the C ongress. You have the Maryland State law. You have the 
Virginia State law. You have county ordinances and city ordinances. 
And so you can see what a dairy products vendor would be up against 
trying to send out a service truck to serve in all those various legal 
jurisdictions. And by mutual agreement they have made that not 
nearly as complicated as it seems, because their standards are much 
higher than the overall Federal standards for dairy products. It is 
their boast that because of the w ay they have operated, they give the 
consumer the best quality milk available in the country. 

Pricewise, they are not the cheapest in the country. But they do 
have a very fair comparison with most of the country. 

At times a problem of that sort can best be solved by mutual ar- 
rangements between the several agencis of Government working to- 
gether to solve a common problem. They get around the limits on 
jurisdiction that way. And it would seem to me that some meeting of 
minds on a common area like New England could likewise do a lot of 
good. 

The problem that comes into this also is—which brings it. back some- 
what to the Federal level, is the fact that you have vendors in competi- 
tion, one operating solely in this small local area, and another operat- 
ing over a large area, regional or even national. And that the trade 
practices they follow in one section of the country sometimes bear 
little comparative relationship to the practices in another. 

The local man is always at a disadvantage if he happens to be in 
an area where economic pressures are unduly heavy. 

That is one phase of this thing that we have to try to keep in proper 
focus. It is one that goes beyond the jurisdiction of a State or a local 
community, and it is one that still has a very direct and serious impact 
on some of your constituent vendors who are purely intrastate in every 
regard. And it is one of the toughest complications of this whole prob- 
lem that we run into. It isa little confusing to us, I suppose—it 1s not 
confusing, but at first glance it seems so, to find a company that will 
charge $2.75 a gallon for sherbet in one State, where it has very little 
competition, and will sell the same item in another State for 85 cents a 
gallon, and haul it 100 miles to get it there, and still insist in both 
instances that they are doing considerable business. 

Mr. MacIntyre? 

Well, we again want to express our appreciation to you, General, 
for the cooperation you have given us, especially in view of ‘the inter- 
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est we have in this State approach to this problem. I am sure that 
you and your colleagues here in Massachusetts have probably had 
as much if not more experience with the State phases of this as we 
have encountered in the country. And your comments here, with your 
cooperation with the staff, and also your statement, going into these 
legal phases of it, will prove very helpful to us. And we are sincerely 
grate ul to you for hav ing made those available. 

We hope that it will make possible a much better report on the State 
approach project we are working on than we had otherwise hoped for. 
We want you to know that we are very sensitive about the prerogatives 
and the positions of the various States. Where we can have the cordial 
assistance we have had here, it makes our work much more pleasant, 
and I think effective. We certainly want to keep both the Federal and 
State responsibilities in proper focus. And through your very kind 
offices, it has been quite easy to do so here. 

So, again, I want to express our deep appreciation and thanks to 
you. 

We know we have taken up a lot of your time. But I want you to 
know we feel it has been most profitable to us. 

Mr. McCormack. Thank you very much, sir. 

(The prepared statement of Mr. McCormack is as follows :) 


STATEMENT BY ATTORNEY GENERAL EpWarD J. McCorRMACK, JR. 


My name is Edward J. McCormack, Jr. I am the attorney general for the 
Commonwealth of Massachusetts. 

I should like at this time to welcome the efforts of this committee to assist 
us in reaching a solution to the problems of the milk industry. I have read with 
interest many of the reports prepared by this committee and have been im- 
pressed by the fairness and impartiality exhibited by this committee and its 
staff. This committee is able to approach the problems posed in this area with 
a fresh view and yet, backed by your experiences in other parts of the country, 
may be able to supply some of the answers which we, who have been intimately 
concerned with our own problems, may have overlooked. 

I ask that the committee consider my testimony to consist of these brief re- 
marks and the statement of Prof. Philip Gamble who will follow me in this 
hearing. 

I established within my office a section known as the consumers’ counsel 
division. The function of this division is to protect the interest of the consum- 
ing public, to render advice to me, and to help me fulfill my obligation to protect 
the general public interest. I am assisted by a group of leading economists who 
serve on an advisory consumers council. It is a research and study group charged 
with the compilation of statistical and other information and developing analyses 
for my guidance in taking positions on consumer problems. 

One such problem is in the area under study by this committee. Professor 
Gamble’s remarks will supplement mine, and, rather than have a redundancy 
in subject matter or in recommendations he will go into detail on some points 
I will but briefly mention (and vice versa) and I will make no recommenda- 
tions, but rather adopt the body he represents, my advisory council, as my own— 
since they were drafted in concert. 

Sometime during the summer of 1958 a serious milk price war broke out in 
the eastern part of our State. In September the milk control commission de 
clared a state of emergency existed under General Laws chapter 94A, section 12. 
The milk control comissioner found, after public hearings, that the two condi- 
tions precedent to such declaration; namely, a shortage of fluid milk and that 
without such action the price to the producers could not otherwise be met—were 
satisfied as matters of fact of law. 

The milk regulation board on November 7, 1958, approved the declaration of 
emergency on the facts presented to it by the milk control commission. Since 
I had a representative on that board I will point out: first, that there was no 
transcript of the milk control commission available until more than 1 month after 
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this vote; and second, that the milk regulation board could not go beyond the 
record under any circumstances, and therefore had to accept the facts as found. 

The milk control commission then fixed prices on milk in the area in question. 
Contemporaneously, I asked my advisory consumers council to look into this 
matter. These economic experts at our first meeting felt they could ont advise 
me intelligently on this matter without a thorough and independent examination. 
Accordingly, they held some hearings and made a report which will be covered 
in detail by Professor Gamble. 

The problem in Massachusetts has concerned primarily the sale of milk below 
cost. Largely because of the nature of the office and duties imposed upon it by 
statute my office has been concerned with various phases of this problem. As 
attorney general, I am attorney for all State departments and agencies when- 
ever they appear in court. I am also charged by statute to protect the public in- 
terest as I mentioned above, and to investigate and to institute actions whenever 
I have reason to believe that there has been undue enhancement of the prices 
of articles or commodities in common use. Along with the chairman of the 
Massachusetts Milk Control Commission, the Commissioner of Public Health 
and the Commissioner of Agriculture, I serve as a member of the milk regulation 
board. This board, in addition to regualting rules for sanitation, packaging, 
transportation, and handling of milk, as well as setting standards for the in- 
spection of milk farms, also must approve the declaration of price controls under 
the emergency provisions of our Milk Control Act. 

A chronological history of the ensuing events is as follows: 

On November 17, 1958, the milk control commission set the prices; on Novem- 
ber 18, 1958, the gallon jug operators sought legal review in the courts; on 
November 20, 1958, Governor Furcolo ordered the milk control commission to 
review its action and order (under authority of a State statute) ; on November 
21, 1958, the advisory council commenced its hearings; on November 28 I ruled 
(a copy of my opinion is attached herewith) that the commission in complying 
with the Governors’ order must start proceedings de novo; on December 13, 1958 
my advisory council made its report to me with the conclusion that the emer- 
gency declaration and resulting price fixing order was not warranted as a matter 
of fact and of law. 

Based on this report and in my capacity as attorney general and in the interest 
of protecting the consuming public, I joined in the petition in the superior court, 
seeking to set aside the price-fixing order. At the same time, I was required by 
statute to defend the commissions’ action in court, and to do so, I deputized the 
counsel for the commission a special assistant attorney general for this purpose. 

As a result of my opinion of November 28, 1958, the milk commission had a 
second hearing. The Federal Milk Marketing Administrator was not called at 
the first hearing, and was not called at this second one, even though he was the 
logical one to testify as to the amount of milk available in the area for class I 
ultilization. Since I could not, in my position on the milk regulation board, go 
beyond the milk control commission’s record in reviewing what I anticipated 
would be affirmation by the milk commission of its previous declaration of an 
emergency I decided to put into that record the proof that there was no fluid 
milk shortage. This I did by formally introducing and making a part of the 
official record the Advisory Consumer Council report. This report contained 
the statement by a representative of the milk marketing administrator that 
there was more than one-third more milk available for the area than was needed 
for class I purposes. 

The milk commission declared an emergency but on June 30, 1959, by a 2 to 2 
vote the motion to approve that declaration was rejected by the milk regulation 
board. Mr. George Michaels and I voted against the emergency declaration. 

After the price-fixing order was terminated the price war resumed. I stated 
in many occasions that the cure to this price was not regulation by price fixing 
but affirmative action by the milk control commission in the form of more strict 
enforcement of our sales below-cost statutes. 

In a price war—the giants survive and eventually get bigger and stronger— 
while the small operator with limited capital reserve is driven out of business. 
Since many of the medium-sized and small dealers were faced with bankruptcy 
I felt that drastic action was in order and I therefore summoned to my office 
on August 11, 1960, a number of milk dealers representing 80 percent of those in 
the Boston area. Present at that conference were Mr. James Dougherty, 
Assistant Regional Counsel of the FTC and Mr. Daniel Hart, chairman of the 
milk control commission. I told the dealers that we had cost figures submitted 
to the milk commission at its first hearing, and taking the low figures of the 
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most efficient of their group I warned them, with Mr. Hart’s complete approval, 
that anyone selling below that wholesale cost within 3 days would receive an 
order from the milk commission to show cause why their license should not be 
revoked. It was emphasized that his was not price fixing but merely a guide to 
be used by State officials as a rebuttable presumption that they were violating 
the terms and conditions of their license, and if they sold below that figure 
(which was lower than the cost of most dealers present) and could not show the 
milk commission that their costs were less than their wholesale price this 
drastic move would be taken. 

For the purposes of halting the new price war, we announced that, using the 
cost figures submitted to the commission by the dealers, any dealer selling below 
a recommended price on the following Monday, would be presumed to be selling 
below cost. At the same time, I pointed out that any dealer whose actual costs 
were below the recommended prices, could, if he so desired, sell his milk 
below the recommended prices, but only after giving proof to the commission 
of his actual costs. 

All of the dealers present, with the exception of the two gallon-jug operators 
agreed to abide by the recommended prices. The gallon-jug operators main- 
tained, and I think rightly, that their costs were approximately 2 cents per 
one-half gallon less than other dealers and that, they would reflect this differ- 
ential in their prices. 

This situation continued in force until October 1, 1959, when the Hood 
Co. reduced its prices, forcing all other dealers to do likewise. In accordance 
with our agreement of August 11, the milk control commission filed suit against 
the Hood Co. on October 14, 1959, alleging that the Hood Co. was, in fact, 
selling milk below cost. The court refused to issue a restraining order because 
the cost figures filed by the respondent had been filed more than 1 year prior 
to the date of the action. This action is now pending in the Suffolk Superior 
Court. 

During this period my office received information to the effect that certain 
dealers were importing milk which was from uninspected sources and for 
which they were paying class II prices and selling as class I milk. 

If such information were correct, they would be in violation of both State 
and Federal laws. 

I thereupon directed my staff to begin an immediate investigation of these 
complaints. We had earlier found from checking the records of the Massachu- 
setts Department of Agriculture that reports of this nature had been received. 
Investigations had been made by agriculture with no conclusive results. We 
also found in checking the records of the milk control commission that several 
dealers were reporting receipts from uninspected sources including a so-called 
milk broker who was not licensed either as a dealer or a producer. Under 
both the State and Federal milk orders, this individual had no standing to be 
listed as a source for milk, yet the records of this agency plus the Milk Market- 
ing Administrator showed dealers in area 17 were purchasing milk from this 
source. 

It was only with a great deal of difficulty that we obtained permission to 
even inspect the records of both agencies, because both claimed that all such 
reports are confidential. 

Acting upon the information thus received, we placed certain plants under 
surveillance. As a result of this surveillance, we uncovered the following 
evidence: 

On at least four occasions, trucks with empty tanks were observed by State 
police officers attached to my office leaving a plant which processes milk for 
Massachusetts distribution. These trucks were owned by the plant in question. 
The tanks attached to the trucks were leased to the firm in question, and we 
have information that the drivers were employed by the same firm. 

The police officers assigned to this work followed the trucks to ice cream 
plants in Pennsylvania. There, with the cooperation of the Pennsylvania State 
police (and I may add, we had splendid cooperation from these officers as well 
as from the State police in Connecticut and New Jersey), the trucks were kept 
under surveillance. The trucks were loaded with milk and returned to the 
same plant from which they originated. Because all of this surveillance took 
place outside of Massachusetts, my police officers had no jurisdiction to and 
could not utilize all of the facilities which would normally be available to them 
in a similar investigation in Massachusetts. 

We have reason to believe that this milk was imported by the plant in question 


for the purpose of evading the law, but we were unable to develop sufficient 
evidence to make a complete case. 
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This plant has several contracts with the Federal Government to supply 
milk to Federal installations. Under the requirements of these contracts, I 
am informed the milk dealer agrees to furnish milk which complies with local 
laws. If, as we suspect, this dealer was importing uninspected milk, he 
would be in violation of Federal laws. 

In my opinion there has been serious unrest in the milk industry in Massa- 
chusetts. The causes and recommended Federal legislative action will be 
presented for me and for my Advisory Consumer Council by Professor Gamble. 

I would only conclude by saying that I believe that nothing is decided wisely 
unless it is discussed fully. I am sure you will have a full discussion of this 
matter during these hearings; and I am confident that this committee will, in 
its wisdom, make wise decisions that will protect the various segments of the 
milk industry which has been so distraught of late, while at the same time in 
the public interest you continue to safeguard the economic rights of the con- 
suming public. 

If I or my staff can be of any assistance to the committee during your stay 


in Boston, individually or collectively, please call upon me—it would be an 
honor to serve. 


Copy OF OPINION ISSUED BY ATTORNEY GENERAL Epwarpb J. McCorMACK, JR. 


COMMONWEALTH OF MASSACHUSETTS, 
DEPARTMENT OF THE ATTORNEY GENERAL, 
Boston, November 28, 1958. 
PaRK CARPENTER, 
Secretary, Milk Control Commission, 
Boston, Mass. 


Dear Sir: You state that the milk control commission has adopted general 
order No. G17-—505 relating to the fixing of minimum milk prices and that said 
order was adopted after notice, hearing, and consideration of evidence received. 
You further state that the Governor has ordered the Commission to review its 
action in accordance with the provisions of G. L. ¢. S4A, section 12. You have 
requested an opinion concerning the procedure to be followed in connection with 
said review. 

You ask first whether a notice of review should be published in the manner 
set forth in G. L. c. $4A, sections 17(a) and 19(a). 

The Provisions of G. L. ce. 94A, section 12, relating to the fixing of wholesale 
and retail minimum milk prices following the declaration of a state of emer- 
gency provide for the fixing of such prices “after public hearing held after due 
notice * * *.” The section also contains the following language: 

“The commission may in like manner at any time alter, revise, amend, or 
rescind the prices so fixed. Any such action taken by the commission shall be 
reviewed by the commission at least once in each year thereafter, and if not thus 
reviewed, the orders issued shall terminate upon the expiration of the period of 
1 year after the date of the issuance of such orders, and any action may like- 
wise at any time be thus reviewed on the order of the Governor, or on the request 
of the milk regulation board. Due notice shall be given of any such review. 
Any price fixed pursuant to this section, and any alteration, revision or amend- 
ment thereof shall be fair, just and reasonable and shall be published as pro- 
vided in section 19.” 

The foregoing provisions thus require notice and hearing. The provisions 
relating to the time of giving notice of a hearing in connection with the adoption 
of a rule or regulation are set forth in G. L. ec. 94A, section 17. It is my opinion, 
therefore, that you should follow the provisions of said section 17(a) in carrying 
out the review ordered by the Governor. 

It is also noted that the last sentence of section 12 quoted above requires 
specifically that there be publication in accordance with section 19. In answer 
to your first question, therefore, my answer is “Yes’”’. 

You ask secondly if a review should be had by general hearing as provided 
in section 16(b) of said chapter. Said section 16(b) provides as follows: 

“(b) Before adopting, altering, or rescinding any general order, rule or regula- 
tion, the commission shall hold a general hearing upon the subject matter there- 
of, and afford all persons interested an opportunity to offer evidence pertinent 
thereto.” 

In accordance with said section, my answer to your question is “Yes”. 
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You ask finally whether the record of such review will be an integral exten- 
sion of the original record or that of a separate proceeding. The provisions for 
review quoted above indicate that the commission shall review any action taken 
under section 12 at least once in each year and if not thus reviewed, the orders 
so issued shall terminate upon the expiration of 1 year. It is apparent from 
the foregoing that a review is not merely a reexamination of the matters pre 
sented at the original hearing but is a proceeding designed to reexamine the 
entire question as to whether the general order should continue, should be re- 
vised, or should be allowed to expire. It also appears from the above-quoted 
language that the Governor may order such a review at any time and the re 
view so ordered by the Governor would not be any less restricted in scope 
than the review which should be made by the commission at least once in each 
year. 

In view of the foregoing, it would appear that a review is not merely an ex- 
tension of the original record. It is a separate proceeding in which, of course, 
the original record may be considered. 

I trust that the foregoing guides you in carrying out the review ordered by 
the Governor. 

Very truly yours, 





















Epwarp J. McCoRMACK, JR., 
Attorney General. 






Mr. Streep. We will take a short recess. 

(Brief recess. ) 

Mr. Streep. The committee will be in order. 

We have for our next witness Dr. Philip L. Gamble. 

Dr. Gamble, will you please come forward ? 

Will you identify yourself for the record, and then proceed in your 
own way’ I understand you have a prepared statement. You may 
proceed in whatever manner you see fit. 


TESTIMONY OF DR. PHILIP L. GAMBLE, PROFESSOR OF ECONOMICS, 
UNIVERSITY OF MASSACHUSETTS 


Dr. Gampie. Thank you. I am Philip Gamble, head of the Eco- 
nomic Department of the University of Massachusetts, Amherst, 
Mass. 

I am here as a member of the consumer council of the attorney 
general’s office, which is an informal organization established by 
Attorney General Edward J. McCormack, in November 1958. This 
is composed largely of academic and professional people, mainly 
from the universities of the Commonwealth, and its function was to 
advise the attorney general on the economic problems and interests 
of the consuming public, so that he could better perform the varied 
and important functions of his office. 

At the first meeting of the council in mid-November, Mr. McCor- 
mack directed it to institute an economic study of the milk problem 
and asked for a report advising him on the economic issues involved 
and the policies best calculated to settle the dispute. 

As he has pointed out to you already, the attorney general of the 
Commonwealth of Massachusetts has to represent every single agency, 
and sometimes he may find himself on two sides of an issue. So he 
wanted an independent informal group, to tell him which side he 
might want to take as his own personal view, outside of his legal 
view, which side perhaps would need the most stressing in the pub- 
lic interest at one time or another. 

We undertook this study of the milk problem, and, subsequently— 
in fact, recently I received a letter from you, Mr. Steed, asking me 
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to direct my remarks largely to the question of what came out of this 
investigation that could be of assistance to the Small Business Com- 
mittee. So my prepared statement is aimed at doing that for you, 
and is not aimed at giving a long and detailed examination of the very 
complicated economic problems of the entire milk industry as it ap- 
plies to Massachusetts. 

I think the background of the dispute that led to our investigation 
has been well brought out. 

We held four meetings, closed meetings, lasting several hours, each 
one, at which representatives of the industry ¢ came and freely ‘testi- 
fied to us giving information that we were not allowed to give out for 
the reasons given by the attorney general. They were subject to litiga- 
tion. But from this, we were able to draw certain conclusions. 

Our findings are summarized by saying that we discovered the in- 
dustry, as evidently your committee well knows, is one in which cost 
savings from high volume are very great. Therefore, always there 
has been vigorous competition among dealers for sales volume. But 
in Massachusetts, according to the testimony presented to the council, 
there has been no price competition in the industry of an open non- 
discriminatory nature. Some discounting had gone on. 

The situation in the Boston market area was ripe for the introduc- 
tion into the milk industry of new marketing methods. 

Because price competition had dey eloped i in the Boston market for 
the first time in 25 years, the process was extremely painful to the 
majority of dealers, and some highly respected milk dealers might be 
forced out of business. 

For the first time in 25 years in the Boston area the consumer had the 
option of paying a lower price for milk with a minimum of services, 
special features, and variety of choice, or a higher price for milk with 
the added frills and features. 

In all this, the producer’s price was not threatened, because that was 
controlled by a Federal agency. The true parties in interest, the deal- 
ers, sought to create a legal fiction to avail themselves of remedy by 
petition which the statute reserved for producers, and this is what 
we call the emergency measure. At least as far as we were able to 
determine, no producers actually appeared at the hearings on that 
September 15 date, the basis of which, the evidence presented there 
was used to determine the emergency later on. However, that is 
perhaps not so important in our final economic recommendations as it 

was interesting as a legal background. It did affect the consumer, of 
course, when the emer gency was declared and prices raised. 

There never was any danger of a shortage of milk in the Boston 
area. The indications were that new milk companies in the area, sell- 
ing multiple quarts at lower prices from stores, or from store ‘loca- 
tions, were making a profit. 

Now, here I can say something that Mr. McCulloch asked to be 
said. I do not have the statistics with me. But the experiments in 
milk marketing in Ohio, by Mr. Lawson, for example, were attacked 
in precisely the same way as they were attacked in Massachusetts, 
only 20 years earlier. They claimed that they couldn’t be doing it at 
a profit; they must. be losing money. And the interesting thing to 
me is that one of these gallon milk jug dealers, who has frequently 
come to my home for advice, told me that Mr. Lawson recently sold 
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out his Cleveland operations after doing business at a loss since about 
1933 for the handsome sum of around $10 million, plus a retainer for 
10 additional years to keep him out of the business while those who 
had taken over were able to exploit his developed success. 

Similar situations have occurred in other parts of the country, as 
I am sure Mr. McCulloch well knows, and I will therefore only refer 
to this, and say that this is something that can be substantiated if one 
wants to go and dig up the evidence. 

Unquestionably, some of the pressure on the remaining milk dealers 
for lower prices in the stores was brought by the supermarkets, as the 
attorney general outlined. 

Now, we found, furthermore, that errors of business judgment by 
some dealers were a cause of their difficulties. We are not privileged 
to name the dealers. But some people had not modernized their 
equipment. And it is possible, with the new discoveries in milk treat- 
ing, to avoid a batch process, and to go and load up a bulk truck from 
a bulk plant with milk, bring it to a processing plant, and run that 
milk right through the plant, so that it exactly meets the gallon jugs, 
which then move by conveyor belt right out of the plant into refrig- 
erated trucks, and it never stops in the plant at all; it is always on 
the move. 

So there is no storage problem. And you do it with a device which, 
of course, uses a minimum amount of time with a maximum amount 
of safety. And it cuts costs enormously to process milk this way. 
These are only some of the costs that can be obtained by big plants, 
and are obtained by the biggest companies. But are also being ob- 
tained by some of the newcomers cutting the prices. 

Then the other big revolutionary change that was coming in was 
the new marketing method that Mr. McCulloch referred to, which 
essentially is one that increases the efficiency of the individual milk 
driver. In place of delivering between, in Massachusetts, 400 to a 
maximum of, let’s say, 500 quarts of milk a day in doorstep delivery, 
a fellow on a milk store route can deliver between 4,000 and 7,000 
quarts a day, perman. Now, this is more than 10 times. Obviously, 
if you pay him the same wages, or even just a little bit more, but pay 
him about the same wages, and even though you have slightly higher 
truck costs, because you have a bigger truck, the cost per serve is 
down, the cost per quart is down enormously. 

Now, we had some interesting testimony from a fairly large dealer 
in Boston, saying he didn’t know how much the other fellow was 
selling, and how much he was delivering, and whatnot. And I said, 
“Well, how can that be? If I wanted to know what my competitor 
was doing, and I was losing business to him, I would follow him 
around.” 

So I followed around a couple of trucks, and I found that the lowest 
delivery was 500 quarts at one time, instead of 2 or 3, or 1 or 2. Obvi- 
ously a much cheaper way of doing business. The advantage of this 
was passed on to the consumer. It was being passed on to the con- 
sumer. 

Now, in the milk war, we found that almost all the industry con- 
fessed that they were selling at less than cost during the price war— 
that is, those not in the milk store business. This, of course, they knew 
was against Massachusetts law. You were not supposed to sell below 
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cost. But necessity, I suppose, was pushing them that way, and some- 
thing had to be done to prevent this kind of thing under Massachu- 
setts law. This was the attorney general’s duty. 

Well, anyway, they kept—there were differences of opinion about 
what was below cost. The practice under this principle of using aver- 
age cost figures for the industry, not audited by competent authority, 
we felt, as a consumer council, left the consumer with no protection 
from unduly high prices, because average costs would average in the 
inefficient produc ers, and not give the efficient producers the chance to 
expand their business through lower prices. 

Now, it also tended to protect the very large and efficient producer 
who sometimes like to have an inefficient. producer around to raise the 
price, so that he could, therefore, get a split monopoly advantage that. 
would not come to him if there were real competition just from efficient 
producers. 

I might say that these lower prices to the consumer in addition helped 
the producer of milk, the fellow who owns the cows, because when you 
lower the price of milk, according to the studies made by investigators, 
at our experiment station at the Univ ersity of Massachusetts—this is 
agricultural economics—I am in the economics department—a lower- 
ing of price of milk tends to increase the volume of sales of fluid milk. 
And, of course, if you sell more fluid milk at a fixed price, your blend 
price is higher. So a lower price to the consumer not. only helps the 
consumer, it also tends to help the producer, provided it can be kept 
up. 

Now, the advantage is not perhaps too great, because the demand for 
milk issomewhat inelastic. But there is, nevertheless, some advantage 
to the producer in larger sales of fluid milk (according to the best 
studies we could command for the attorney general) from these lower 
prices. 


I think I have covered perhaps most of what I wanted to bring out, 
what Mr. McCulloch wanted brought out. 

The reason why milk stores work today and maybe didn’t at one 
time is that people have automobiles, and they have electric refrigera- 
tion. And they have modern conveniences, and they are making use 
of them. You drive out in your car to go shopping. You can earry 
a gallon jug a short distance from a milk store and put it in your car 
and take it home, put it in the refrigerator, and keep it for several 
days perfectly safe. You don’t have an old icebox or no icebox at 
all which made it necessary or mandatory that milk be delivered every 
day, so that it would be fresh and unspoiled, particularly in the sum- 
mertime. And what we are doing is catching up with modern tech- 
niques in Massachusetts. when we see these milk stores expanding. 

The sales—disclosed by investigations of the multiple quart sales 
in Springfield, by our experiment station—expand largely by lower 
prices. And the increase in sales of this kind of milk were enormous. 
In a very short time, they grew from nothing to 75 percent of the 
market in the Springfield area, and perhaps they would have grown 
that way in the Boston area, although I am not sure. 

Anyway, the effect of trying to stem this type of milk distribution 
by price fixing mandates hurt ‘the consumer, the farmer, and the alert 
competitor. The consumer was hurt by higher prices, the farmer was 
hurt because he sold less milk at the high fluid milk price rather than 
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the lower price for cheese and butter, and so on, and the competitor 
was hurt because he could not use low prices to attract business, and 
get volume, even though his costs might have justified the lower price. 

Now, the primary interest of the Attorney General’s Consumer 
Council is the welfare of the consumer, not the welfare of the small 
businessman. Nevertheless, our study has led to certain conclusions 
about small milk dealers that are consistent with our consumer inter- 
est and possibly of usefulness to this committee. On the basis of our 
study, we would offer the following recommendations. And that is 
what you asked me to do, Mr. Steed, so we sat down and tried to see 
what we could suggest. They are as follows: 

1. An investigation be made of the past and present wholesale mar- 
keting methods to determine whether there are any illegal restraints 
on the importation of milk from large production areas into the New 
England market. 

2. Extensions of the Small Business Administration Act for the 
following purposes: 

(az) An extension of the Small Business Administration Act to ac- 
commodate loans to those loing-established small firms who need low- 
rated long-term financing to permit modernization of plant and 
equipment. 

(6) Anextension of the Small Business Administration Act to allow 
refinancing of the modernization of plants who have achieved effi- 
cient operation, but at financial costs higher than that offered under 
recommendation 2, above, if any. 

(c) An extension of the Small Business Administration Act to en- 
courage the cooperative approach in both modern plant and equip- 
ment, as well as distributive methods. Loans might be made to new 
cooperatives with the underlying firms being pledged on a pro-rata 
basis. New distribution methods should concentrate on wholesale and 
other volume milk sales where new economies are most possible. 

We are not here talking at all about the economies now possible for 
the producer, and certainly there have been revolutions in the produc- 
tion of milk in our area, within the past few years that you must be 
well aware of, but it is outside the scope of this investigation. 

3. Full enforcement of Federal laws relating to antitrust and.monop- 
olistic practices within the industry under the jurisdiction of the Fed- 
eral Trade Commission. 

4. An investigation by the Department of Justice to determine the 
desirability of revising and adding to the actions that constitute in- 
equitable trading, especially as relates to supermarket purchasing pro- 
cedures involving special discounts. 

5. To recognize the almost total interstate commerce nature of the 
milk consumption market, the establishment of Federal Milk Con- 
sumer Marketing Districts to prevent collusion and uniform pricing, 
whether or not this pricing is accomplished under the supervision or 
other action of a State agency, or independently thereof. Akin to, 
but not necessarily identical with the Federal Milk Marketing Ad- 
ministrations, these Federal Milk Consumer Marketing Districts 
would be determined by the geographical extent of consumer markets. 

I have here another statement that is supporting testimony on these 
recommendations, somewhat similar to what I said before, but a little 


different. 
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Because it appears that a major reason for the retention of high 
consumer prices in the milk industry is the inefficient and outmoded 

lant and distribution practices of the long-established small firms, it 
is suggested that the Small Business Administration be empowered to 
extend loans to any firm in need of financing for the purpose of in- 
stalling modern plant and equipment. 

This modern equipment cuts costs tremendously, I am told by peo- 
ple who are installing it. 

Our study found that, with the notable exception of certain new 
entrants who started with modern plants, the financial conditions for 
the small firms are very precarious. Therefore, the standards for 
granting loans initially would have to be related if the help extended 
is to be of any real benefit to the firms in need. There could be suit- 
able conditions added to enforce a prudent management rule and to 
minimize the risk to the Government. Such conditions might be a 
gradual series of loans. Subsequent loans would not be made unless 
the firm’s actions had complied with the objectives set forth in its 
application. Such objectives towards modernization might be 
shanad in several steps. 

So that this legislation will not act to reward those who have lagged 
to the detriment of those who have initiated progress by lowering 
costs through the use of modern methods, it is suggested that loans be 
made available to the modern firms to the end that they may have 
financing on terms as favorable as those aforementioned. Conceiva- 
bly, the modern firms may find it beneficial to refinance with the 
Government. This would not only be fair, but would not penalize 
the initiative of those modern firms which have been forced to gain 
financing commercially up to this time. 

Mr. Streep. Doctor, do I understand that what you have said here 
in effect—that these revolutionary things going on in this industry 
are of such a nature that even though existing firms went out of exist- 
ence, because they were not able to stand the competitive pressure, 
that—and if through that a monopoly or near monopoly system 
evolved, that there would still be an opportunity for a completely 
new firm, with new modern facilities, to enter the market and recreate 
competition ? 

Dr. Gamste. I do not feel that they would have to reach a mo- 
nopoly situation. I think we should avoid a monopoly situation. I 
think that there would have to be a smaller number of firms, but 
larger ones. I do think that—I am not sure just what the exact 
volume would have to be. But certainly we have seen a couple of 
small firms start up and become larger rapidly through using these 
new methods. 

Mr. Sreep. Well, were you able to determine from your studies, 
in the case of a new firm coming in that way—I assume that not all 
the new business he got was actually new business, that he took it 
away from some less efficient operator. Now, was it your impression, 
from your studies, that these more efficient new firms obtained their 
business from the inefficient or smaller firms, or did the larger firms 
also lose business to them ? 

Dr. Gamete. I think they all lost business. There was some in- 
crease of consumption through lower prices. You understand, toa, 
that these new firms that came in, and used the milk store principle, 
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didn’t sell milk alone. They also sold ice cream in gallon quantities, 
at prices we had never seen before. They added a few other items. 

Mr. Sreep. Were you able to determine whether or not their milk 
price was based on the fact that the milk carried its own loan, or was 
some of the loss in milk being absorbed by other items? I know that 
is a very complicated thing. 

Dr. Gamste. Yes, it is a very complicated question, and I will have 
to give an answer that is true as far as we can go. We sent three 
certified public accountants to only one person, and they made a sur- 
vey covering a very long day, which to a certified public accountant is 
probably not long enough. They usually like to have a little more 
time before they would want to stick their necks out. And these 
people, however, know figures, and they came away from the definite 
conclusion that there was no particular support for the milk business 
from the ice cream business or vice versa. 

As a matter of fact, some of these small operators try to avoid the 
52 percent Federal income tax in a legitimate fashion by dividing 
their business up into segments, so they have a corporation for pro- 
ducing milk, and a corporation for, we might call it, processing milk, 
and a corporation for only realty, and a corporation for selling milk— 
if possible, always to keep themselves under the $50,060 limit, you 
know. This is done in many other lines of business. And I read the 
other day in the Wall Street Journal that the Internal Revenue Serv- 
ice was going to get after this kind of thing. But that is beside the 
point here, really. But these people were using every device possible 
to expand what they believe was a real profitable kind of business, and 
they were trying to make sure, in order to protect themselves, that 
they made a profit on each and every segment. 

Mr. Sreep. Did your studies enable you to have any fair and ac- 
curate idea of the percent of volume presently, or currently, that the 
gallon jug is serving here in the Boston area? 

Dr. Gamete. At the time we studied it, it was about 1 percent. But 
if we took the Springfield experience, which is here in a bulletin, it 
was due for very rapid growth. I think we found here that from 
August 1954 to October 1955, the proportion of milk sold in glass 
gallons and half gallons in the 16 stores studied increased from 0 to 
66 percent of total milk sales. At the same time, the milk sales of 
these stores increased about 45 percent. 

In the whole Springfield market—there is another report I have— 
the upsurge of do-it-yourselves, delivery of milk yourself idea, in the 
milk market, was very large. 

So the specific question was in the Boston area, Was it a very large 
volume? No, it was just a start. In other areas of the State was it a 
much larger volume—the answer is “Yes.” 

Mr. Sreep. Is it your impression that the gallon glass jug market 
is growing here all the time, or is it, at a fairly static level ? 

Dr. Gamste. Well, the last I talked with one person in western 
Massachusetts was about 6 months ago, when he was growing still: 
It was in the Springfield area. I-do not know what is happening in 
the Boston area right this minute. 

Mr. Srerp. I agree with you that the gallon glass jug is a new factor 
in the dairy industry, because we constantly run into that phase of 
the problem wherever we go. 
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Now, we have had a number of different versions given by people 
in the industry as to what itis. I gather from your remarks here that 
ou look upon it as a new method, a modern up-to-date method that 
co advantages, cutting costs and things of that sort. In parts of the 
country we were told it was like going back to the horse and buggy 
days—that there had been a day when the dairy industry was at that 
level,, and it had modernized itself up to these new type containers, 
and all these other advantages of distribution, and packaging, and 
now, because of price wars, we were in the process of going back to 
the old gallon jug which they looked upon as the horse and buggy type 
of operation. 

Dr. Gamsie. Well, maybe the compact car is a horse and buggy 
type of car. hy 

Mr, Streep. So I just wanted you to see there are many varieties 
of views about this thing called the gallon glass jug. 

We have also been amazed to find that in some areas it has never 
proved popular, either where it actually has a very substantial price 
advantage—they have never been able to get the public to accept it. 
About 1 percent of the market would be its average. Then in other 
areas it runs up to where 50 or 60 percent of the market is in those 
jugs. Apparently, the people themselves in one section of the country 
prefer it, whereas in another section of the country they reject it. 
And it is interesting, as we go through the country, to see these various 
reactions to that type of vendor facility. 

Would it be also correct for me to assume that it is your impression 
that these companies engaged in that line of business have been able to 
grow and to flourish, not solely because of price alone, but because of 
the other advantages that they offer ? 

Dr. Gamstx. Yes, sir. I think that there is a certain amount of 
convenience, as long as you are out shopping anyway, in getting your 
milk along with other things, instead of having to go out on the door- 
step and find it frozen and rising up, or wondering why the delivery 
wasn’t made on time, or getting it when you don’t want it. There 
are certain other advantages. But the primary advantage in the sur- 
veys that I have read about, and seen, is the price advantage. 

Mr. Streep. I suppose that here, like anywhere else where there is 
still competition in this industry, that you find that among the ven- 
dors, the companies themselves, different conditions prevailing—like 
in one instance a company handles other items. ain companies 
See ae other dairy items. And others are just strictly more or less 

uid milk operators, 

Did you make any study as to the economic advantages or disad- 
vantages of one company against another in that regard? 

Dr. GamsLe. We did not. Weknow it isa factor. 

Mr. Streep. We were interested in knowing if we could find some 
place what trend there has been because of economic pressures, of 
putting dairymen in other lines of business, or other lines of business 
into the dairy business, as the case may be. 

Dr. Gamez. Say orange juice, and other items of that kind? 

Mr. Sreep. That is right. And even in the field of other dairy 
products themselves. And I think all these factors, one way or an- 
other, bear on this, and it not only causes some distress on the one 
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hand and advantage on the other for the businessmen, but it also 
affects the consumer, too, to a considerable degree. 

Dr. Gamste. Yes, sir. 

Mr. Steep. Mr. McCulloch, do you have any questions? 

Mr. McCutxocn. I would like to make a very brief statement, Mr. 
Chairman. I would like to say to Dr. Gamble that I think you have 
given us a very, very excellent statement. The recommendations that 
you have made, in my opinion, will have the friendly and careful 
consideration, not only of the subcommittee, but of the full Commit- 
tee on Small Business. 

I think I might also say this, because I am a member of the Ju- 
diciary Committee—your statement will have the consideration of 
that committee. 

Furthermore, I would like to say that I would judge that the con- 
sumers in Massachusetts are much pleased to have such an able advo- 
cate as you are, Dr. Gamble. 

Dr. Gamsie. Thank you, sir. 

Mr. McCuttocn. And, finally, I want to say that the Attorney 
General is to be commended for appointing an organization such as 
yourselves to make this study. 

Dr. Gamsie. Thank you very much. 

Mr. Streep. Mr. MacIntyre? 

Mr. MacIntyre. Mr. Chairman, I do have some inquiries I would 
like to direct to Dr. Gamble. 

I would like to preface them with this narration of some facts that 
came to the attention of the committee. Better than a year ago, this 
subcommittee was holding hearings in Kansas City, and there testi- 
mony was received to the effect that out in Mexico, Mo., about 70 miles 
away, a large multiple market operator in the distribution of dairy 
products has become displeased, because a small single market oper- 
ator in that market of Mexico, Mo., had been selling at a nondis- 
criminatory cost-plus price, but under the price of the multiple mar- 
ket operator. And a price war started, until the large multiple mar- 
ket operator had dropped his prices to 6 cents per half gallon in paper 
wholesale in the store. Of course, the single market operator wasn’t 
able to continue long under those conditions. However, the multiple 
market operator was charging better than $1 per gallon for milk in 
other markets. 

What, in your recommendations here, do you think you have pre- 
sented that would meet that sort of situation ? 

Dr. Gamsie. We have not put anything into these recommenda- 
tions, except for the provisions that antitrust action by the Depart- 
ment of Justice should be always working on behalf of the consumer. 
And I do not believe that the consumer is benefited by local price- 
cutting techniques that are temporary in nature, and represent below 
cost selling. 

Mr. MacIntyre. In other words, you do not think a situation such 
as I have outlined would be in the interest of the consumers? 

Dr. Gamste. No, sir. 

Mr. MacInryre. And what you have presented here, then, as rec- 
ommendations for the consideration of this committee to meet that 
sort of situation would be your Nos. 3 and 4 recommendations? 

Dr. Gamste. Yes, sir. 
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Now, we have had a number of different versions given by people 
in the industry as to what it is.. I gather from your 1 remarks here that 
you look upon it as a new method, a modern up-to-date method that 
has advantages, cutting costs and things of that sort. In parts of the 
country we were told it was like going back to the horse and buggy 
days—that there had been a day when the dairy industry was at that 
level,, and it had modernized itself up to these new type containers, 
and all these other advantages of distribution, and packaging, and 
now, because of price wars, we were in the process of going back to 
the old gallon jug which they looked upon as the horse and buggy type 
of operation. 

Dr. Gamer. Well, maybe the compact car is a horse and buggy 
type of car. 

Mr, Streep. So I just wanted you to see there are many varieties 
of views about this thing called the gallon glass jug. 

We have also been amazed to find that in some areas it has never 
proved popular, either where it actually has a very substantial price 
advantage—they have never been able to get the public to accept it. 
About 1 percent of the market would be its average. Then in other 
areas it runs up to where 50 or 60 percent of the “market is in those 
jugs. Apparently, the people themselves in one section of the country 
prefer it, whereas in another section of the country they reject it. 
And it is interesting, as we go through the country, to see these various 
reactions to that type of vendor facility. 

Would it be also correct for me to assume that it is your impression 
that these companies engaged in that line of business have been able to 
grow and to flourish, not solely because of price alone, but because of 
the other advantages ‘that they offer ? 
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convenience, as long as you are out shopping anyway, in getting your 
milk along with other things, instead ot havion to go out on the Sian. 
step and find it frozen and rising up, or wondering why the Saeney 
wasn’t made on time, or getting it when you don't want it. There 
are certain other advantages. But the primary advantage in the sur- 
wae that I have read about, and seen, is the price advantage. 

{r. Strep. I suppose that here, like anywhere else where there is 
still competition in this industry, ‘that you find that among the ven- 
dors, the companies themselves, different conditions prevailing—like 
in One instance a company handles other items. Some companies 

rocess other dairy items. And others are just strictly more or less 
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Did you make any study as to the economic advantages or disad- 
vantages of one company against another in that regard? 

Dr. Gamsie. We did not. Weknow it isa factor. 

Mr. Streep. We were interested in knowing if we could find some 
place what trend there has been because of economic pressures, of 
putting dairymen in other lines of business, or other lines of business 
into the dairy business, as the case may be. 

Dr. Gamsie. Say orange juice, and other items of that kind? 

Mr. Sreep. That is right. And even in the field of other dairy 
products themselves. And I think all these factors, one way or an- 
other, bear on this, and it not only causes some distress on the one 
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hand and advantage on the other for the businessmen, but it also 
affects the consumer, too, to a considerable degree. 

Dr, GAMBLE. Yes, sir, 

Mr. Steep. Mr. McCulloch, do you have any questions? 

Mr. McCutxocnu. I would like to make a very brief statement, Mr. 
Chairman. I would like to say to Dr. Gamble that I think you have 
given us a very, very excellent statement. The recommendations that 
you have made, in my opinion, will have the friendly and careful 
consideration, not only of the subcommittee, but of the full Commit- 
tee on Small Business. 

I think I might also say this, because I am a member of the Ju- 
diciary Committee—your statement will have the consideration of 
that committee. 

Furthermore, I would like to say that I would judge that the con- 
sumers in Massachusetts are much ‘pleased to have such an able advo- 

cate as you are, Dr. Gamble. 

Dr. Gamexe. Thank you, sir. 

Mr. McCutxocn. And, finally, I want to say that the Attorney 
General is to be commended for appointing an organization such as 
yourselves to make this study. 

Dr. Gamsuie. Thank you very much. 

Mr. Strep. Mr. MacIntyre? 

Mr. MacIntyre. Mr. Chairman, I do have some inquiries I would 
like to direct to Dr. Gamble. 

I would like to preface them with this narration of some facts that 

came to the attention of the committee. Better than a year ago, this 
subcommittee was holding hearings in Kansas City, and there testi- 
mony was received to the effect that out in Mexico, Mo., about 70 miles 
away, a large multiple market operator in the distribution of dairy 
products has become displeased, because a small single market oper- 
ator in that market of Mexico, Mo., had been selling at a nondis- 
criminatory cost-plus price, but under the price of the multiple mar- 
ket operator. And a price war started, until the large multiple mar- 
ket. operator had dropped his prices to 6 cents per half gallon in p: iper 
wholesale in the store. Of course, the single market operator wasn’t 
able to continue long under those conditions. However, the multiple 
market operator was charging better than $1 per gallon for milk in 
other markets. 

What, in your recommendations here, do you think you have pre- 
sented that would meet that sort of situation 2 

Dr. Gampie. We have not put anything into these recommenda- 
tions, except for the provisions that antitrust action by the Depart- 
ment of Justice should be always working on behalf of the consumer. 
And I do not believe that the consumer is benefited by local price- 
cutting techniques that are temporary in nature, and represent below 
cost selling. 

Mr. MacIntyre. In other words, you do not think a situation such 
as I have outlined would be in the interest of the consumers? 

Dr. Gamsie. No, sir. 

Mr. MacIntyre. And what you have presented here, then, as rec- 
ommendations for the consideration of this committee to meet that 
sort of situation would be your Nos. 3 and 4 recommendations ? 

Dr. Gamsie. Yes, sir. 
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Mr. MacInryre. They would be for full enforcement of Federal 
laws relating to antitrust and monopolistic practices within the in- 
dustry, under the jurisdiction of the FTC, and, four, an investiga- 
tion by the Department of Justice to determine the desirability “of 
revising and adding to the actions that constitute inequitable trading, 
especially as relates to supermarket purchasing procedures involving 
special discounts. 

Dr.Gamsie. | rig ge say that under the heading of “Supermarkets,’ 
in suggestion No. 4, I would have to add this multiple store operator of 
yours that you tol : me about, and that I did read about. 

Mr. MacInryre. And to the extent that existing laws do not permit 
the utilization of your Nos. 3 and 4 to meet the problem, you would 
recommend new legislation / 

Dr. Gamaie. Yes, | would. I am not sure it is necessary, but if it 
is, Ves. ; 

Mr. MacInryre. If these enforcement agencies at the Federal level 
find that the existing law does not permit them to meet all these 
problems, you would then recommend new legislation ? 

Dr. Gampie. I would. 

Mr. Macinryre. That isall, Mr. Chairman. 

Mr. Sreep. Dr. Gamble, on page 7, item 5, of your recommenda- 
tions, would you enlarge on that a little? That is something that is 
entirely new to this subcommittee. Apparently you have given some 
thought tosuch an idea 

Could you give us a little more detail as to how you would suggest 
that this sort of an approach might be set forth / 

Di. Gambier. Well, of course, this might not be necessary if Con- 
gressman MacIntyre’s suggestions for necessary legislation to enable 
the Federal Trade Commission and the Department of Justice to 
operate was affective. 

gut here we wanted to prevent collusion—in other words, mo- 
nopolistic practices, raising the price to the consumer, And uniform 
pricing is usually the result of collusion, or might be—it might not 
be—but it raises a suspicion sometimes that is, especially when you 
are offering a product which can be differentiated by varying degrees 
of milk fat, different size containers, and all kinds of other things. 

I am not sure just what agency should have supervision of this. 
It might be—we have no department of the consumer at the Federal 
level as such. You see, if it were the producers we could say put it in 
the Department of Agriculture, and if it was a legal matter, put it in 
the Department of Justice. Where a consumer marketing interest 
should go, I am not prepared to say, but perhaps the best pla ice would 
be under Mr. Flemming, in his Health and Welfare Agency, as the 
Federal Government is oe ntly constituted. 

Mr. Streep. Well, would you contemplate it operate somewhat. like 
the milk marketing program? You understand, when they set a 
price for the producer, that is done after rather extensive hearings, 
and taking of factual ‘testimony of a rather highly technical kind. 
and then they decide to base what the minimum price should be on 


all those factors. And this is also subject to review from time to 
time. 


I was just curious—— 
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Dr. Gams.e. I don’t think it would have to be as elaborate a setup 
as that. 

Mr. Sreep. Would you want a program of this sort to go so far as to 
fix minimum prices? We run into this bugaboo of price fixing in some 
of the suggestions we get for settling some of these chaotic conditions. 

Dr. Gampie. I would say in general the answer is “No.” I would 
want a very minimum of an agency setup. 

Mr. Streep. Would an approach like this make a very worthwhile 
contribution, unless it did have some such power to determine min- 
imum prices? We assume that where competition has diminished, 
that there would be no—we won't have to worry about maximum 
prices. But the consumer is more apt to be interested in minimum 
prices. 

Dr. Gams.e. I am not prepared to go further on this at the present 
time. I will say that I would w ant a minimum of activity on the 
part of this agency, and that I am not sure that it ought to get so 
elaborate as fixing absolute minimum prices. 

Mr. Sreep. Well, 1 personally agree with you that the consumer 
shouldn’t have to pay for the inefficient operator in any line. I 
presume here the burden of what you have tried to say is that in all 
these cases where modern equipment or modern methods can reduce 
costs, and benefit the consumer, that he certainly should have those 
benefits. But you cut that off short of going to the ultimate extreme 
of eae e monopoly. 

Dr. Gamptr. I would cut it off short when it came to cutthroat com- 
petition for the sake of lessening competition, with an end to vetting 
eventual monopoly. 

Mr. Srrep. The idea of volume as a cutter of costs—if you follow 
that idea to its conclusion, then you would have only one operator, 
and his volume then would get you the ultimate in minimum costs. 

Dr. Gamer. I don’t think that is always true. 

Mr. Sreep. The point is that it has always been our feeling, and I 
think all the subcommittee members feel that way, that most of these 
things that you desire for the consumer are more apt to happen where 
the free competitive enterprise idea is working most efficiently. Com- 
petition in itself is the law of nature, that brings about all these 
advantages to the consumer. 

Dr. Gampsie. Well, perhaps you have stated it better than I did. I 
would say that these marketing districts would be ones which would 
be supervised to make sure that competition was performing its role. 

Mr. Streep. Do you have any further questions, Mr. McCulloch ? 

Mr. McCetiocu. No, Mr. Chairman. 

Mr. Steep. Doctor, we do sincerely appreciate your help here. Yon 
have given us some very good suggestions and food for thought, and 
it is a little more comprehensive than we have had generally in the 
line of suggestions. We realize that you and your committee have 
given quite a bit of study to this problem, and we are delighted to 
have the benefits of your reaction to it. 

I might say that if in addition to this other ideas oceur that you 
think might be useful, if you would do us the courtesy of submitting 
them to us in writing, we would be delighted to have them. Cer- 

tainly someone in the field of activity you are in here, with the chaotic 
conditions, the disturbed conditions that go on, additional facts and 
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experiences and ideas may occur, and if you have any, we would like 
to have those, too. 


Dr. Gambie. Thank you. We would be very glad to send them to 
you. 

Mr. Streep. We again thank you for taking the time and trouble 
to come here and cooperate with us. We do appreciate it. 

We would like at this time to ask Mr. George Michael to come for- 
ward, please. 

Mr. Michael, will you identify yourself for the record, and then 
proceed in your own way with your statement? 


TESTIMONY OF HON. GEORGE MICHAEL, CHIEF OF THE DIVISION 
OF THE INSPECTION OF DAIRY PRODUCTS, DEPARTMENT OF 
HEALTH, COMMONWEALTH OF MASSACHUSETTS 


Mr. Micwaet. Thank you. 

My name is George A. Michael. I am deputy commissioner, Massa- 
chusetts Department of Public Health, in charge of the bureau of 
consumer product protection. I think it would probably be in order 
to first explain the system of inspection that encompasses the milk 
field as far as the Massachusetts governmental agricultural agencies 
are concerned. 

The attorney general has already mentioned the fact that we have 
a milk regulation board. That milk regulation board consists of the 
attorney general, the commissioner of public health, who I represent 
on that board, the chairman of the board being the chairman of the 
milk control commission, and the commissioner of agriculture. The 
reason for the formation of this board was that the legislature, in its 
wisdom, felt that an overall agency should be formed which would 
consist of groups that were interested in the various phases of milk 
as a whole. 

The milk control commission, as you know, is interested in the 
price perspective. The commissioner of agriculture, in the produc- 
tion of the milk and the welfare of the producer. The attorney general, 
in the legal aspects of the problem, and the commissioner of public 
health, in the health aspects of the problem. 

The milk regulation board has the authority to establish sanitary 
standards and regulations to be followed by the director of the divi- 
sion of dairying and animal husbandry of the department of agri- 
culture. Though that director is in the organizational operation of 
the department of agriculture, in matters relating to the milk regu- 
lation board, he is under its orders, and not the orders of the commis: 
sioner of agriculture. 

The commissioner of agriculture, besides the authority he exerts 
as a member of the milk regulation board, also has certain specific 
authorities, one of which is the control, by licensing, of pasteurization 
plants located outside the Commonwealth. 

The commissioner of public health has broad authority concerning 
pasteurization plants located within the Commonwealth, and the de- 
partment of public health, which is part of his responsibility, concerns 


itself with establishing rules and regulations for the operation of 
pasteurization plants. 
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The milk regulation board is authorized to establish rules and regu- 
lations for the operation of out of State pasteurization plants, and for 
milk plants, and the like. , 

The problem of the emergency declaration of milk, or the situation 
of an emergency concerning the milk supply, is basically one of public 
health. The law, in its provisions, makes that note very clearly. 

It might be well at this time, while I am still concerned with the 
problems of the milk regulation board, to state that the first incidence 
of where an emergency was found in fact to be by the milk control 
commission, and submitted to the board for its approval—we were 
faced as a board with certain conditions. One of those conditions is 
that the facts that were found were those limited to what was in the 
record. Secondly, at that instance, a chaotic condition had developed 
in quality control, and in the milk market in general. Our depart- 
ment was very much in possession of evidence that the quality of 
milk control was in jeopardy, because of the financial deficiency that 
was developing in many of the companies which brought about a 
reduction in quality control personnel, and quality control procedures. 

Subsequent to the chaotic condition, and when the emergency had 
been declared and approved, the market then returned to a some- 
what normal phase. 

The ruling of the attorney general declaring that any subsequent 
determination by the milk regulation board, or the milk control com- 
mission, in further determining that an emergency existed—the at- 
torney general stated that any such investigation would have to be 
under de novo procedures, or, in other words, a completely new 
investigation made, establishing the facts at the time of the investiga- 
tion, and not necessarily referring back to conditions which existed 
during the first investigation. 

Under these circumstances, the milk regulation board was faced 
with the problem of evaluating the evidence in its possession during 
the second set of circumstances. At this time, the attorney general 
had previously, through his consumers council, had evidences in his 
possession, as a result of interrogations of the milk market adminis- 
trator, who stated that there was about one-third in excess of milk 
that would meet the fluid milk standards and category available to 
the Massachusetts consumer. 

Furthermore, under the stable conditions which the market was 
operating, the milk producers and the dairy operators, and pasteuri- 
zation plant operators, had returned to a semblance of normality, and, 
therefore, we did not feel, and I as representative of the commissioner 
of public health, did not feel that an emergency situation which 
jeopardized the public health, and which would jeopardize the main- 
tenance of an adequate milk supply was in effect at that time. And 
my vote so indicated my stand. 

I think it would be very interesting to the committee to be in 
possession of some of the problems that concern the quality of milk 
in this area, and which directly reflect in the price of milk, which 
seems to be of basic interest to this group. 

As you know, quality control of milk and the production of milk 
to meet the high standards that are required by Massachusetts laws 
and regulations constitute a sizable portion of the cost of the final 
quart of milk. 
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We require that the milk that enters our fluid milk consumption 
in Massachusetts be produced on farms that have been approved by 
the department of agriculture, director, division of dairying and 
animal husbandry, and that unless it is approved thereby it cannot 
enter into our fluid milk supply. 

Information came to us, through various sources of information, 
that milk was being purchased and utilized by several concerns which 
came from sources not approved by the legal process. One of these 
plants was located outside of Massac husetts. 

When this matter was brought to our attention, we, as a public 
health agency, were extremely concerned lest the public health and 
welfare be jeopardized. 

As a result of our concern, and after conferences with the Massa- 
chusetts Commissioner of Agriculture, the matter was brought to the 
attention of the attorney general, who immediately took steps to 
ananpt to rectify the situation. He organized a team of investi- 

gators and gave me the responsibility of “directing the investigation 
by this team, and certain steps were followed. 

First, an assistant attorney general, and a senior inspector from 
our department, were dispatched to Michigan to investigate the source 
of approximately 45,000 pounds of milk which were to supposedly 
have originated in the Ohio marketing area, which were rejected from 
that area, and shipped for manufacturing purposes to Michigan, 
and which were alleged to have been then shipped to a pasteurization 
plant located outside the Commonwealth, but which was licensed by 
the Commissioner of Agriculture of Massachusetts to ship fluid milk 
into the Commonwealth. 

From a price point of view, gentlemen, you can readily see that 
milk that goes into manufacturing for cheese eteenrti would not in 
any way meet pricewise, or cost anywhere near milk which would 
go into the fluid market would cost. 

Mr. MacInryre. It would be about half the cost, wouldn’t it? 

Mr. Micnarni. Just about that, sir. We tried many mechanisms 
of investigation within the limitations of our investigational ability, 
and legal authority, to set up enough evidence to take direct action. 
However, we were unable to do so. 

One of the obstructions, gentlemen, that was very firmly implanted 
im our way, and which I hope your committee will be able to do 
something about, was the fact that the milk market administrators 
had in their possession complete dossiers on all milk entering into 
this plant and others, and those records would have indicated and 
shown us that the milk had come from uninspected sources, was un- 
inspected milk, and in the lay terminology, would fall in the so- 
called bootleg class. 

However, these records were not available to us. Under certain 
circumstances these records are available to the Commissioner of 
Agriculture of Massachusetts, but, again under certain conditions, 
where he cannot use them for the enforcement of the Massachusetts 
law. 

Mr. McCutiocu. Mr. Chairman, might I interrupt the witness 
there? Is that inability to secure that evidence by reason of Federal 
law? 

Mr. Micrraru. I believe so, sir—either Federal law or regulations 
under which the milk market administrator operates, in that he re- 
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ceives such information under the condition that it shall be kept 
confidential, except for use by his agency, or words to this effect. 

1 think someone more qualified to give the exact definition could 
give you the exact background on it. 

But from us in public health, we feel this is an obstruction that 
should not be for 1 minute placed in the way of protecting the health 
and welfare of the people of this country, or our community, and we 
think that it is of prime importance and should not be allowed to 
escape under the guise of a confidential or any such nomer. 

Subsequent to “the trip to Michigan, where only verbal evidence 
could be obtained, I wrote a letter to Mr. L. L. Clough, assistant di- 
rector of the State of New York, Department of Agricultural Mar- 
kets, asking him if he had information that would indicate that a 
certain manufacturing plant located in New York had shipped milk 
for fluid milk purposes or to a plant which was licensed for fluid milk 
purposes by Massachusetts. 

He returned to me a letter on February 24 stating that such a cir- 
cumstance had occurred, and that 45,150 pounds of milk from that 
source had been shipped to a plant licensed by the Commissioner of 
Agriculture of Massachusetts, to ship fluid milk into this State. 

Further, with the cooperation of members of the milk control com- 
mission, and the department of agriculture working on this team, 
and at the suggestion of the attorney general, we contacted Dr. T. J. 
Grennan, Jr., a veterinarian, chief of the Division of Animal Hus- 
bandry of Rhode Island, asking him for information as to the source 
of milk from which or to which permits had been issued by his or- 
ganization to this plant in order that it could acquire this milk. 

We found that, from his letter, an indication was given to us that 
permits had been issued to this plant, located outside of Massachu- 
setts, and licensed to ship fluid milk mto Massachusetts—that during 
a 5-month period, they had received 1,200,000 pounds of milk from 
sources not approved by Massachusetts laws and regulations. 

The terrible frustration that a public health official finds himself 
in when he is unable to take action against such a condition leaves 
much to be desired in Massachusetts and Federal law. We made an 
attempt last year, in our legislature, to correct this situation, but 
certain interests felt that this was not a good thing for them, and were 
able to defeat it. 

We have not given up on this change in Massachusetts law, and 
when the time is opportune, we will attempt to correct this deficit. 

The Massachusetts Department of Public Health has working with 
it, an able group of people who are experts in this field of milk 
inspection, and employed by local health departments. Amazing 
though it may seem to you gentlemen, these agents of local boards 
of health have more authority than the Massachusetts Department 
of Public Health in investigating plants located outside of Massa- 
chusetts, which ship their milk into the State. They also have com- 
plete autonomy over the farms, and over milk pl: ints and ree elving 
stations. 

Mr. McCutiocn. Mr. Chairman, might I interrupt the witness 
there? 

By what authority do these local political subdivisions exercise 
that right ? 
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Mr. Micuarn. By State law, sir. State law gives them that au- 
thority. 

Mr. McCutxocu. And you are seeking State law for that same au- 
thority for your State department of health, I presume. ; 

Mr. Micnaeu. Yes, sir, at least in part. We feel that the pasteuri- 
zation plants as such should be under the jurisdiction of the State 
health department, as well as the local health department. We main- 
tain that the farms, of which there are about 22,000 in the Massa- 
chusetts milkshed, could properly be better supervised by those who 
are more familiar with agricultural pursuits, such as our depart- 
ment of agriculture. 

Mr. McCutxiocn. Again, this is a matter which can be solved by 
the people of the Commonwealth of Massachusetts if that be their 
desire ? 

Mr. Micuaeru. That is correct, sir, in this particular phase. 

Now, to sum up my position, Massachusetts has some very high 
standards for its milk supply. Our producers and our processors, 
under normal circumstances, meet those standards without any ques- 
tion. However, whenever there is a pinch, an economic pinch, on these 
»rocessors, the first thing that we notice is that in order to tighten their 

lt, to meet competition, they tighten it from the point of view of 
quality control. 

Secondly, we feel that all information, no matter where it is con- 
tained, that might vitally affect the public health of the people of the 
Commonwealth of Massachussetts, should be available for public 
health authorities in order for them to protect the consumer and the 
material he is utilizing. 

Mr. McCutxocu. I would like to interrupt the witness there, again, 
if I may, Mr. Chairman. 

Of course, the witness means subject to the constitutional guarantees 
that individuals have. 

Mr. Micuarn. Yes, sir. And, on that, I presume there may be some 
difference of opinion. We in public health feel where the health 
and welfare of the consumer is concerned, there is no constitutional 
guarantee that should prevent a health agency from effecting the 
protection. 

Mr. McCutiocu. That is not quite in accordance with the opinions 
of the Supreme Court. 

Mr. Micuar.. That is why I specified, Congressman, that we may 
have a difference there, or implied that we might have. 

That, in general, sir, sums up what I have to say on this matter. I 
feel it is important tous. And I feel that if we do not have the assist- 
ance of the Federal Government in being able to obtain information 
which concerns the health and welfare of the people of this Common- 
wealth, that possibly either Federal or State legislation may be spon- 
sored by persons who agree with us that the public health and welfare 
is of primary importance to not only the legslature of Massachusetts, 
but also to the Congress of the United States. 

Mr. Sreep. In this instance of the processing plant shipping milk 
from outside the State into the State, were any samplings of milk 
vended in Massachusetts after it left the plant taken and tested as to 
quality ? 
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Mr. Micuaert. Yes, sir, they were. And as far as we were able to 
determine, from the bacterial point of view, we could not prove any 
violation of the Massachusetts standards. However, I must explain 
the problem that we face there as health officials and analysts. 

As you know, modern techniques in pasteurization can actually 
affect sterilization of milk today, if properly applied. So that high 
bacteria count, or gross contamination from bacterial organisms, 
cannot be determined by laboratory testing. 

The problem that faces us from a public health point of view in 
this respect is that where organisms are present in the contaminated 
milk, assuming that we had a contaminated milk to start with, these 
organisms grow and multiply, and they form toxins. These toxins 
are heat stable, even though the parent organism may be destroyed by 
the processing operation. And scientifically, we have no way of 
testing for these toxins today, and have it stand up in court of law, 
and have it as a matter of routine procedure, and be able to testify 
that they will make somebody sick. However, this very vital po- 
tential does exist, even though bacteria counts of a viable nature, 
which are alive and growing, may be low and within the scope of the 
standards. 

Mr. Sreep. I believe you said that this particular plant had a 
license from the State of Massachusetts. 

Mr. Micnaez. That is right, the commissioner of agriculture in the 
State of Massachusetts. 

Mr. Sreep. Couldn’t the commissioner—does he have the authority, 
since he issued that license, to revoke it, if the plant didn’t make 
available to him the information they wanted about the source of its 
raw material and its operations ? 

Mr. Micnuaeut. Mr. Chairman, I believe the commissioner of agri- 
culture is going to testify, and I would appreciate it if you would 
direct that question to him. 

Mr. Sreep. In other words, the licensing power was not in your 
department? 

Mr. Micwaet. That is right, sir. 

Mr. Streep. Were any representations made by your department to 
the Department of Agriculture in that regard ? 

Mr. Micuarx. All the evidence that I have testified to here had 
been presented to them. 

Mr. Sreep. If the U.S. Secretary of Agriculture, exercising his 
agreement power, had been able to obtain this information from the 
plant, under your thoughts, under your law, could he have made that 
information available to you? 

Mr. Micuart. He may or may not have. But that, sir, is prob- 
lematical. He could have. 

Mr. Streep. Through your investigation, was any effort made to ap- 
proach it that way? 

Mr. Micuareu. Yes. We tried that. The commissioner of agri- 
culture tried to obtain certain records concerning that area from Mr. 
Cherry. I believe his name was, the milk market administrator of 
that area, and Mr. Cherry looked into the matter and he found that 
even though the law had provided for agreements that could be made 
between the Massachusetts secretary of agriculture and the Secretary 
of Agriculture of the United States, that that process had not been 
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followed up until that time. But that even though he may have been 
able to obtain certain information, he couldn’t have transmitted it to 
us as far as we know within the scope of that law. 

Mr. Sreep. And you don’t feel, then, that he could make the plant 
itself provide the information ? 

Mr. Micuarnt. Yes, under Massachusetts law he could make the 
plant itself provide that information. 

Mr. Streep. Or revoke its license that they refused ? 

Mr. Micuarn. Yes, sir. 

Mr. Sreep. Was it your impression when you made this investiga- 
tion that the particular plant was not only ‘buying cheap milk, and 
competing with the milk market fluid price in Massac chusetts, but also 
a contaminated milk ¢ 

Mr. Micuare.. The word contaminated, sir, I will have to qualify. 
I agree with you on the first part. On the word contaminated, I will 
have to say this: I have stated our information as to the milk sup- 
ply—that the milk that they had purchased, almost 90,000 pounds of 
which we know, had been rejected in other markets as fluid milk 
matter or substance, and had been relegated for manufacturing pur- 
poses only. So that the degree of contamination is one that it would 
be difficult for me to actually specifically state. 

Mr. Streep. It would not have met your fluid milk standards? 

Mr. Micuagx. I would not assume it would, because I know our 
standards are higher than the two market areas from which this milk 
was rejected. 

Mr. Sreep. Mr. McCulloch, do you have any questions? 

Mr. McCuniocu. Did you have many experiences of this kind? I 
ask that by reason of the fact. that the quantities involved to which 
you have testified are comparatively negligible. 

Mr. Micuart. As far as we know, there were four plants at all that 
had been implicated—three within the Massachusetts area and one 
outside. As far as the total volume, sir, we did not arrive at a definite 
figure. ‘The attorney general has in his files certain information that 
he received from the Milk Control Commission of Massachusetts, 
which would enlarge this volume tremendously. 

Mr. McCutxiocn. The reason I make this comment about negligible 
quantities, I noticed you used 90,000 pounds in one instance, and in 
one instance 1,200,000. 

Mr. Steep. Knowing the capacity to produce in your normal area, 
were you able to run any comparisons as to the impact of this im- 
ported milk on the total supply in your State? 

Mr. Micuaett. As far as the price is concerned, sir ? 

Mr. Streep. As far as the volume. 

Mr. Micuast. I can’t very well answer that to any conclusive state- 
ment. I would say no at this time. The problem, of course, that 
existed here, was that the effect. on the overall volume—now I am 
going back, sir, to my position on the milk regulation board, if I may, 
to answer that question. The impact of the price that was being 
stated for milk from this one little source affected the entire market. 
When a few stores, which only were selling a small fraction, a very 
small percentage of the total milk supply in the area, came out with 
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the low price, competition from chainstores and others who wanted to 
meet that price reacted on their ye roma and they had to meet the 
price of this small percentage. I don’t say they had to meet it, but 
I mean they did meet it. So this very small volume acted as a catalyst, 
and just brought down the price in the whole market. 

Mr. Steep. Then am I correct in assuming this: Part of what you 
have said here is that here is a vendor who came into possession of at 
least bootleg milk at a price to him much lower than all his competitors 
were required to pay? He sold that milk below other prevailing 
prices, and disturbed the market. And your interest in that is be- 
cause it had an impact on the health factors that involve the consumers 
throughout the State? 

Mr. Micuar.. You have done very well, that is right. 

Mr. Steep. ‘That is the burden of it. 

Mr. MacIntyre? 

Mr. MacIntyre. Mr. Michael, I believe you have said that quality 
control has suffered, your efforts to maintain standards through quality 
control have suffered when this chaotic pricing has developed. So 
the quality control didn’t stem solely from one plant, but quality con- 
trol in general dropped when chaotic pricing developed. 

Mr. MicHact. That is right, sir. 

Mr. MacIntyre. And it is because of that that you are concerned 
about the price ¢ 

Mr. Miciart. My only concern with the price would be from a 
quality point of view or public health point. of view exclusively. 

Mr. MacInryre. In other words, you are anxious to see that people 
in Boston, Mass., get good high quality milk and not bacterial soup. 

Mr. Micuarn. That is correct, sir. I think we should make clear 
that the high quality of milk that we have in this area is a tribute 
to our milk processors and producers. And when they are able to 
meet the financial requirements and the budgets, to allow them to do 
the job they should do, we have the finest quart of milk in the world 
right here. Our inspectional forces are almost ridiculous to have 
that name. In our division, in the department of public health, in 
the State health operation, we only have three men to concern them- 
selves with the inspection of the statewide program. The department 
of agriculture has only 14 men to handle the inspection of 22,000 
farms, plus out-of-State pasteurization plants. Local milk inspectors 
are being reduced budgetwise almost continually throughout the 
Commonwealth and we are facing a very critical problem in inspec- 
tion, If we are expected by the consuming public to have an inspec- 
tional force that is ready and able to cope w ith all problems, I am afraid 
the consuming public is being misled. 

Mr. MacInryre. That is all I have. 

Mr. Streep. Mr. Michael, on behalf of the committee I want to ex- 
press our thanks and appreciation to you, sir, for coming here and 
cooperating with us. You have made some very interesting remarks 
and have been helpful tous. We appreciate it. 

The committee will recess at this time for lunch, and reconvene at 
2 o clock. 

(Whereupon, at 12:45 p.m., the committee recessed, to reconvene 
at 2 p.m., the same day.) 








402 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


AFTERNOON SESSION 


Mr. Steep. The committee will be in order. 

Our first witness this afternoon will be the Honorable Daniel J. 
Hart. Mr. Hart, if you will please, sir, identify yourself for the rec- 
ord—and I understand you have an associate with you—if you would 
care to identify him also, then you may proceed in your own way. 





TESTIMONY OF HON. DANIEL J. HART, CHAIRMAN, MILK CONTROL 
COMMISSION, COMMONWEALTH OF MASSACHUSETTS; ACCOM- 
PANIED BY JERRY BOND, DIRECTOR OF MILK CONTROL 


Mr. Harr. Mr. Chairman, my name is Daniel J. Hart. I am chair- 
man of the Massachusetts Milk Control Commission. With me is Mr. 
Jerry Bond, director of milk control. 

I want to thank you gentlemen for inviting me here. I have a nasty 
cold, but I will try to make myself heard. 

My name'is Daniel J. Hart of Chelmsford, Mass. I have been 
engaged in the farming and dairy business all my life and I have been 
— of the Massachusetts Milk Control Commission since March 

, 1957. 

I shall attempt to give you a brief outline of the history of milk 
control in Massachusetts. The events of the past 3 years I have first- 
hand knowledge of. My statements as to events prior to that time are 
based on information provided me by members of the staff of the com- 
mission. 

An aftermath of the 1929 depression was felt by agriculture in 
= and dairying in particular in Massachusetts and New England 

ginning with the year 1930. The economic collapse of the Nation 
resulted in a drastic reduction in income from farms. Prices paid 
to farmers were far below cost of production and unfair trade prac- 
tices were common at the retail level. In the spring of 1933, condi- 
tions in the New England milkshed were chaotic. Milk was being 
sold by producer associations at whatever price they could get. The 
price of milk to Massachusetts producers dropped from $3.40 per 
hundredweight in 1930 to an average of about $2.15 in 1933, and it is 
reported that a cooperative in Vermont in that year paid as low as 
70 cents per hundredweight or less than 2 cents per quart. 

At this point, Massachusetts milk producers, who were on the verge 
of bankruptcy, went to the legislature in 1934 and sought the passage 
of a Massachusetts milk control law. On July 2, 1934, the late 
Gov. Joseph B. Ely signed the Milk Control Act as an emergency law, 
making it effective forthwith. I have copies of the act for the mem- 
bers of your committee and a copy of the preamble of the original law, 
which is marked “A” for identification. The board was authorized 
under the law to designate and establish market production zones, 
milk marketing areas, producer prices, and resale prices. It provided 
the procedure to be followed in the revision of fixed prices. It pro- 
hibited the sale of milk at less than cost. The original law, which 
was for the duration of 2 years, was continued in effect on an emer- 
gency basis until 1941 when it was made permanent. The board issued 
producer price orders in several markets of the Commonwealth. The 
first one became effective September 16, 1934, and thereafter as soon 
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as conditions permitted, orders were issued until the entire Common- 
wealth was covered. 

The establishment of minimum retail or wholesale prices to con- 
sumers has always been a source of considerable dispute. From the 
days of passage ‘of the original milk control law the chainstores ob- 
jected to the inclusion of resale pricefixing. Chains had frequently 
used milk as a loss leader and were oppos sed to any statutory provision 
which would result in an increase in the out-of-the-store price on this 
commodity which had been used to entice customers into the store. 

At the outset of milk control, the board decided to bring about price 
stabilization by the issuance of what came to be known as recognized 
resale schedules. There was in each of the marketing areas at that 
time an industry committee which met with and discussed market 
problems with the board. ‘These industry representatives filed with 
the board schedules of recommended minimum prices and the board, 
after investigation and analysis, issued recognized price schedules 
setting forth prices which in the opinion of the board represented 
prices at which milk could be sold without violation of the prohibi- 
tion against sales below cost. These schedules were widely observed 
by responsible de palers. 

Late in 1935 the milk control board engaged the services of Charles 
F. Rittenhouse & Co., certified public accountants, to conduct a survey 
of the cost of distributing milk and cream in the Boston market, 
area 17. The Rittenhouse report was published by the board in 
October 1936. This study was at the time the most comprehensive 
of its kind ever undertaken in Massachusetts. It was distributed and 

was used by the board for a considerable period of time as a basis 
for the announcement of recognized minimum price schedules and 
for the resale price orders which were issued thereafter. 

The first minimum price order under the Milk Control Act was is- 
sued in 1934. The Springfield market, designated on the area maps, 
which I hand you, as 6A, and marked “B” for identification, had been 
in a chaotic condition, particularly with respect to prices out of the 
store. The board received a petition signed by 25 percent of the Mas- 
sachusetts producers shipping into the Spr ingfield market, requesting 
the board to establish minimum resale prices ‘for milk in this area. A 
hearing was held in compliance with the statute and after examination 
of the evidence, the board issued its first resale price order, No. 84, 
effective July 5, 1935. I hand you a copy of this order marked “C” 
for identification. 

From time to time thereafter the board received producer petitions 
and held resale price hearings in the major markets of the Common- 
wealth and in most instances issued minimum resale price orders for 
urban areas. I offer a copy of Official Order No. G17-500 for the 
Boston ms arketing : area, Which was issued February 7, 1940, and which 
established the prices of milk and cre: um, which is marked “D” for 
identification. It should be pointed out that an examination of the 
first order issued and of order G17-—500, issued in 1940, will show that 
the consumer had a choice of purchasing at the store or having home 
delivery with a differential of 1 cent per quart in favor of store pur- 
chases. I also present to you for examination, copies of various 
recognized price schedules, issued by the board and marked “E” for 
identification. 








4()4 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Outlying areas of the Commonwealth continued with recognized 
price schedules. At no time did the board issue a minimum resale 
price schedule covering the entire Commonwealth. This situation 
continued until 1942. At about this time, the Office of Price Admin- 
istration took control and adopted the minimum prices established by 
board orders, or by schedules of recognized minimum prices, as their 
maximum prices. 

From time to time during the war the board issued recognized sched- 
ules for area 17 which reflected changes in maximum prices estab- 
lished by the Office of Price Administration. This continued until 
prices were decontrolled by the Federal Government. The board 
then continued to issue recognized price schedules for area 17 and 
other areas, until September 1947, when the board issued a new recog- 
nized schedule to be etfective October 1, 1947. Before this schedule 
became effective, counsel for the Massachusetts Hotel & Restaurant 
Association obtained a preliminary injunction against the issuance of 
such schedules, although the case was never tried on the merits. After 
the issuance of this injunction, the commission received a petition 
from 25 percent of a Massachusetts producers shipping into milk 
marketing area No. 1C, in northern Berkshire County. After hear- 
ing, the commission scien a resale price order to be effective May 
16, 1948. Before this order became effective, the restaurant interests 
obtained an injunction against its enforcement. 

In the latter half of 1956 a dealer with operations outside area 17 
started selling milk to a chainstore in the Greater Boston market in 
gallon containers at lower prices per quart than were then prevailing 
in that market. This resulted in other dealers with chainstore ac- 
counts reducing their prices. 

In the spring of 1958 another dealer selling only gallons and half 
gallons entered the market with still lower prices. To meet this price 
drop, most of the dealers with sales to stores again cut their store 
prices. The dealer spreads were substantially lowered so that the 
margin to dealers between the producer price and the price to the 
stores had dropped from $0.932 per quart for one-half gallon homog- 
enized milk, to $0.0376 per quart for one-half gallon homogenized 
milk by September of 1958. This margin was obviously insufficient 
to cover the cost of processing and delivery. 

In May 1958 the commission received a petition signed by more than 
the required number of Massachusetts producers requesting that the 
commission hold a public hearing as a basis for the issuance of an 
official order establishing minimum resale prices for the Greater 
Boston market. The commission first held a public hearing for the 
purpose of determining a form of questionnaire to dealers serving the 
Boston market which would require the reporting of those dealers’ 
costs. On August 19 the commission issued Official Order G17—450, a 
copy of which order is now offered, and marked “F” for identifica- 
tion, requiring the reporting of dealer costs for June 1958 and statis- 
tical information as to January and June 1958. 

Accordingly, the commission sent to each licensed milk dealer 
operating a milk plant which had sales in the Greater Boston area a 
questionnaire, a copy of which I now offer you, to which is attached 

‘an instruction sheet, and marked “G” for identification. As soon as 
the completed questionnaires were received by the commission, they 
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were turned over to the C. F. Rittenhouse Co., certified public ac- 
countants, at 75 Federal] Street, Boston, for compilation and sum- 
marization, and a copy of their report is now offered and marked 
“H” for identification. 

On September 12, 1958, the commission held a hearing at Arling- 
ton on the question whether an emergency as defined in the statute 
existed and if so, what minimum prices should be established. At 
the hearing the Rittenhouse compilation of the dealers’ costs was 
introduced and there was testimony by producers, dealers and other 
persons. 

After careful examination of all evidence and testimony presented, 
the commission voted on November 7, 1958, that a state of emergency 
existed in area 17 and advised the Milk Regul: ation Board of its deci- 
sion. I offer a copy of the “Findings of Fact and Declaration of 
Emergency,” which is marked “I” for identification. The milk regu- 
lation board, composed of the chairman of the milk control commis- 
sion and the representatives of the commissioner of agriculture, the 
commissioner of public health and the attorney general, reviewed the 
commission’s decision and on November 7, 1958, unanimously ap- 
proved the declaration of an emergency. Accordingly, the commis- 
sion on November 17 issued an official resale price order, Official Order 
No. G17-505 to be effective on November 21, 1958. A copy of this 
order and the supplementary findings of fact with respect to the com- 
mission’s order, plus amendinents 1, 2, and 3 to said order are offered 
and marked “J” for identification. 

On November 20, 1958, Governor Foster Furcolo, pursuant to 
General Laws, chapter 94A, section 12, ordered the commission to 
review its action. The commission thereupon issued an amendment 
to Official Order G17-450, requiring a new report of dealers’ costs 
for the month of October 1958, and statistical information as to 
October 1957 and 1958, a copy of which order is offered and marked 
“K” for identification. I also offer the questionnaire and letter of 
instruction submitted to dealers as a result of this amendment which 
is marked “L” for identification. The completed questionnaires were 
again turned over to C, F. Rittenhouse & Co. for compilation and 
summarization. I offer you a copy of the Rittenhouse compilation, 
marked “M” for identification. 

On December 30, 1958, the commission in compliance with the order 
of the Governor, ordered a hearing to be held on January 12, 1959, at 
Gardner Auditorium, State House (Boston), for the purpose of re- 
viewing its previous action. This hearing consumed 17 days and as 
a result of the evidence submitted including the Rittenhouse compila- 
tion, the commission reaffirmed its previous action. Because of an 
opinion from the attorney general, this decision was submitted to the 
milk regulation board, although I had been advised by other lawyers 
that this was not required under the statute. 

On June 30, 1959, the milk regulation board voted two in favor of 
and two against approving our decision. The attorney general ruled 
that as a consequence the commission’s order establishing minimum 
prices was null and void. 

Immediately after June 30, 1959, the Boston market again became 
chaotic and dealers slashed their prices drastically. At our instrue- 
tion, a bill in equity was filed by Mr. Bond, the director of milk con- 
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trol, against all the major milk dealers and several small dealers in 
the Boston market alleging that the dealers were violating the law 
against sales below cost. We sought a preliminary injunction against 
sales below the prices established by the most recent amendment to 
our minimum price order, which we felt was still in effect in spite of 
the tie vote by the milk regulation board. The attorney general 
appeared in opposition and the injunction was denied because of the 
attorney general’s opposition. I present you a copy of this petition 
marked “N” for identification. 

We then sought another means of stabilizing the market and after 
a conference with the office of the attorney general, we issued on 
August 13, 1959, a so-called guide schedule for certain packages sold 
in the metropolitan area, a copy of which is offered and marked “OQ” 
for identification. On August 25, 1959, the commission knowing that 
on September 1, 1959, the producer price in the Boston market would 
be increased by 1 cent per quart, in accordance with the provisions of 
Federal Order No. 4, issued a second guide letter, a copy of which is 
offered and marked “P” for identification. Generally speaking, the 
market followed these guide prices for about a month, with the excep- 
tion of one or two gallon- jug operators who sold milk for 2 cents per 
gallon and one cent. per half gallon less than the recommended prices 
in the guide letter. However, on October 1, 1959, a major company 
reduced its prices into chains and other stores by 2 cents per gallon 
and 1 cent per half gallon, and other dealers were forced to make 
similar reductions. As a result of this action the commission insti- 
tuted an equity action in the Massachusetts Superior Court against 
H. P. Hood & Sons, a copy of which petition is offered and marked 
“Q” for identification. Again a preliminary injunction was denied 
and this case is still pending in court. 

Recent, I instructed the staff of the commission to complete the 
compilation of the two cost questionnaires submitted by the dealers, 
a copy of which compilation I now give you, marked “R” for 
identification. 

I submit for the committee a sales summary of the entire Common- 
wealth for the month of April 1952 through and including 1959, and 
marked “S” for identification, which shows the volume of milk in 
quarts distributed at retail and wholesale for the entire Common- 
wealth and for area 17, the Greater Boston market. Examination of 
this summary will show the change in market from retail to wholesale 
during the period 1952 through 1959. 

I now offer for your use a butterfat analysis of the Boston, Brock- 
ton, Pittsfield, Springfield and Worcester, Mass., markets, "for the 
years 1957 through 1959 with copies of the quality. reports of the city 
of Boston for that same period, and marked “T” for identification. 

I believe that this brings the price situation in the Boston market 
up to date. Although the chaotic price situation which existed prior 
to November 21, 1958, and again after June 30, 1959, has been some- 
what remedied, market conditions are nowhere near normal today. 
The commission has done everything within its power to remedy the 
situation which threatens to ruin the milk industry in New England. 
There is no question that our minimum price order stabilized the 
Boston market during the period from November 21, 1958, until the 
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attorney general declared it to be null and void on June 30, 1959. It 
is my firm conviction that if we had not taken action, many milk 
dealers would have been in bankruptcy long before this, resulting in 
the loss of employment for many persons. ‘T am convinced that most 
dealers are selling below cost in most markets of the Commonwealth, 
but until the various cases before the State courts are heard on 
their merits, under the present law the commission is helpless to 
act. The number of dealers in all markets is dwindling at an alarm- 
ing rate as a result of this price war. To demonstrate this I offer a 
table showing the number of dealers licensed in the Commonwealth 
from 1940 to date and which is marked “U” for identification. Iam 
deeply concerned with the ultimate consequences of this downward 
trend of dealers with respect to the economic consequences to the 
Massachusetts milk producer, the economy of the Commonwealth and 
the cost to the consumer. 

This problem extends beyond the Boston market. It affects the 
whole of New England. We have been unsuccessful in obtaining 
relief by appeal to the court and by the other methods which we have 
tried. There are many areas which warrant intensive investigation. 
With the broad powers possessed by your subcommittee, I am con- 
fident. that you can succeed in bringing order into the New E ngland 
milk industry, and I assure you that you will have the wholehearted 
cooperation of our commission. 

Mr. MacIntyre. Mr. Chairman, I would like to request. that the 
witness’ exhibit Q be copied onto the face of the record as if he had 
‘ead it, at the conclusion of his testimony. 

Mr. Steep. Without objection, it is so ordered. 

(Exhibit Q is as follows:) 


[For immediate release] 



























A bill in equity was filed in Suffolk Superior Court today by the Massachusetts 
Milk Control Commission to enjoin a large milk dealer from selling milk at 
a loss. 

The equity suit was brought for Jerry Bond, Jr., director of the Milk Con- 
trol Commission, by Bernard Abrams, special assistant attorney general, counsel 
for the commission, against H. P. Hood & Sons, Ine. 

Director Bond said that the court action was taken after an investigation 
showed that a provision of the milk control law, forbidding the sale of milk 
below cost, was being violated. 

Mr. Bond stated that the investigation disclosed that on Sepember 30 the 
Hood Co. announced that effective October 1, they would put into effect in 
certain cities and towns a wholesale price for milk in gallon and half-gallon 
containers which in the opinion of the commission was less than the cost of the 
milk to Hood’s. 

This decrease became general in the Greater Boston area 2 days later on 
October 2, as other companies cut their prices to meet Hood’s reduced prices. 

Bond said the milk control commission was fearful that the outbreak of a 
new price war would hurt the entire milk industry and seriously jeopardize 
the continued existence or many smaller dealers. 

Using the cost figures submitted under oath to the commission in June and 
October 1958 by Hood’s, the milk control commission concluded that Hood’s 
new prices at wholesale were less than Hood’s own costs. The commission there- 
upon voted authority for Mr. Bond to proceed with a bill in equity. 

Bernard Abrams, special assistant attorney general, counsel for the milk con- 
trol commission, in filing the petition with the court, stated that this action 
is being taken under the inherent powers of the commission to proceed in a court 
of equity to enjoin sales of milk below cost. 
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A copy of the petition follows: 








COMMONWEALTH OF MASSACHUSETTS—SUPERIOR COURT 


In Equity No. 76134 








Jerry Bond, Jr., as he is the Director of Milk Control v. H. P. Hood & 
Sons, Inc. 














PETITION 





UNDER G. L. (TER. ED.) CHAPTER 94A, SECTION 22, TO ENFORCE COM- 


amy 





PLIANCE WITH THE REQUIREMENTS OF THE PROVISIONS OF SECTION 14(D) OF 
THE MASSACHUSETTS MILK CONTROL LAW 






















SUFFOLK, 8s: 


Now comes the petitioner in the above-entitled action and states as follows: 

1. That the petitioner, Jerry Bond, Jr., of Needham, county of Norfolk, is the 
director of the division of milk control, appointed by the milk control commission, 
with the approval of the Governor and council under the provisions of G.L. (ter. 
ed.) chapter 20, section 8. 

2. That chapter 94A (ter. ed.) is cited as the milk control law. 

3. That the petitioner shall, under section 3 of said law, subject to the super- 
vision and control of the commission, enforce the provisions of the said milk 
eontrol law and all orders, rules, and regulations of the commission. 

4. The respondent is a corporation organized under the laws of the Common- 
wealth of Massachusetts, having a principal place of business in the city of 

3oston, county of Suffolk, and it is engaged in the business of a milk dealer as 
defined in section 1 of said law. 

5. At their meeting on August 11, 1958, the members of the milk control com- 
mission duly adopted official order No. G17—450, effective August 19, 1958, which 
required milk dealers in area 17 (Greater Boston) to answer a prepared ques- 
tionnaire with respect to their business as a milk dealer and the costs of the 
several operations thereof for the month of June 1958. (S. 13(d) of the law.) 
The questionnaire was required to be answered and signed by a responsible officer 
under the penalties of perjury as provided by G.L. (ter. ed.) chapter 268, section 
1A. A copy of official order G—17—450, certified by the secretary of state as being 
on file is attached as appendix A. Section 19(b) of the law. 

6. At their meeting on December 8, 1958, the members of the milk control 
commission duly adopted amendment No. 1 to official order No. G17—450, effective 
December 13, 1958, similar in nature and execution to paragraph 5 above except 
that items relating to the volume of milk sold and the costs thereof for the 
month of October 1958 were required. (A copy of amendment No. 1 to official 
order G17—450, effective December 13, 1958, similar in nature and execution to 
paragraph 5 above except that items relating to the volume of milk sold and 
the costs thereof for the month of October 1958 were required.) A copy of 
amendment No. 1 to official order G17—450, certified by the secretary of state as 
being on file, is attached as Appendix B. 

7. That the respondent in compliance with said orders, marked “A” and “B,” 
did file with the commission its respective reports, from which was established 
the unit cost of this respondent in its sale and delivery of milk, both at wholesale 
and retail, by size and type of container, copies of said reports are attached 
hereto and marked “C” and “D,” respectively. 

8. That the respondent in compliance with order marked “A” set forth its 
volume of sales and other information required by the said order and from the 
information so provided by the respondent, the petitioner is informed and 
believes and therefore avers that for the period covered by the report required 
to be filed for the month of June 1958, the respondent’s costs appeared as follows : 


One-half gallon in paper, wholesale delivered into the store: 
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Gallon in glass, wholesale delivered into the store: 
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That the respondent in complaint with order marked “B,” set forth its 
volume of sales and other information required by the said order and from the 
information so provided by the respondent, the petitioner is informed and be- 
lieves and therefore avers that for the period covered by the report required to 
be filed for the month of October 1958, the respondent’s costs appeared as follows: 


One-half gallons in paper, wholesale delivered into the store: 
POP OGRE oun. SL niemshlicnn eee aa eis eee $0. 2087 


9 

FOr CRORE DEIN W 3k wacnncennieiuthnchaeuaiasaeenbd aad 4174 
Gallon in glass, wholesale delivered into the store: 

BOS GR incase aniensdymedkedacion sietkatan sacl dicta aig is ii ea beak alc a . 2058 

x4 
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10. The city plant, class I price (3.7 percent butterfat) for milk in the Boston 
marketing area as established by Vederal Milk Marketing Order No. 4 for the 
months con¢ —S are as follows: 

June 1958 : $5.51 a hundredweight (equal to $0.118495 a quart). 

October 195 3: $6.61 a hundredweight (equal to $0.142151 a quart). 

October 1959 : $6.83 a hundredweight (equal to $0.146SS82 a quart). 

These increases in the producer class I price as extended would represent an 
increased cost of the raw milk product per quart as follows: 


October 1959 as compared with June 1958__________ 


a $0.28387 
October 1959 as compared with October 1958_- 


Fa to 

11. The petitioner is informed and believes and therefore avers that extending 
the respondent’s costs under paragraph 8 (June 1958) by the additional cost of 
the raw milk product for October 1959 as evidenced by the increase in the class I 
city plant price, the respondent’s cost would be as follows: 


14 gallon, paper: 
ee a acm entice conarncenialaitbet chai cadeesnpag ene menecb aaiir onal Maat $0.1940 
Increased cost, per quart said 028387 


Total 


ian i al de scp een et a lett cca dD a cera Sa 222387 
x2 
June 1958 extended to October 1959, per 14 gallon_______________ ASATT4 
Gallon in glass: 
Be I aac arse apt arn earpcy ssee cn nlc ede a mean ascineeg itdgeariorel < 1905 
MUWCICNEER COMIC THOT ai ken cee ee 028387 
socket ni ecedelen eisai ec eanick data deel ai ene a el .218887 
x4 
June 1958 extended to October 1959, per gallon__________-_-______ S75548 


12. The petitioner is informed and believes and therefore avers that extending 
the respondent’s costs under paragraph 9 (October 1958) by the additional cost 
of the raw milk product for October 1959, as evidenced by the increase in the 
class I city plant price, the respondent’s costs would be as follows: 


% gallon, paper: 


UN cies eh pia cece ae gage paca ea $0.2087 
A CUI TI CN a viens ganic rrresctinceecrniget ne tape caeen ct ncaa OATS 
"NE Soe i ele gt a ee el he de oe) a 21: 543 1 
X2 
October 1958 extended to October 1959, per % gallon_________.___ 426862 
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Increased cost, per quart i u2. 2k.) 9$Q, OO8TSI 
iii i pc gel cs ln tinea wie tinaag tp eas eg ee . 27053 


x4 


October 1958 extended to October 1950, per gallon_____________ . 842124 











410 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


13. The petitioner is informed and believes and therefore avers that by ex- 
tending the costs as set forth in paragraphs 11 and 12 by multiplying said 
costs as extended, by the volume reported by the respondent for June 1958 
(par. 8) of sales of 1% gallons of milk and likewise for sales of % gallons of 
milk in October 1958 (par. 9), and dividing the total calculated thereby, by 
the total volume sold in both months, the weighted average cost as so adjusted 
and extended, for 1% gallons would be: 

$0.217388 per quart times 2 equals $0.434776 per 1% gallon. 

14. The petitioner is informed and believes and therefore avers that by extend- 
ing the costs as set forth in paragraphs 11 and 12 by multiplying said costs as 
extended, by the volume reported by the respondent for June 1958 (par. 8) of 
sales of gallons of milk and likewise for sales of gallons of milk in October 
1958: (par. 9) and dividing the total calculated thereby, by the total volume sold 
in both months, the weighted average cost as so adjusted and extended for 
gallons of milk sold would be: 

$0.215464 per quart times 4 equals $0.861856 per gallon. 

15. Upon information and belief the petitioner avers that on October 1, 1959, 
there became effective an increased wage cost of $7 per week for many employees 
of the respondent, and the petitioner further avers on information and belief, 
that such wage increase reflects an approximate cost increase of $0.007 per quart 
of milk sold wholesale delivered into the store, reflecting thereby an additional 
eost to that previously heretofore set forth for October 1959 of approximately 
$0.014 per half gallon of milk and $0.028 per gallon of milk. 

16. Upon information and belief, and upon an investigation made, the peti- 
tioner avers that this respondent did offer to its customers and to the general 
public starting on October 1, 1959, milk delivered wholesale into the store at a 
price as follows: 


no enpeveesnsernpremnee aurea: seienacnrareentee inertia veeautrsetere $0. 43 
IE A mame mey Pisa nape erties ates Scans aoc aang . 80 


17. The petitioner further states that General Laws Chapter 94A, Sec. 14(d) 
provides as follows: 

“No person shall sell within the Commonwealth any milk or render any serv- 
ice in connection with the sale or distribution of milk, at a price less than the 
cost of such milk or service, including, in the case of milk sold, the original 
purchase price thereof, and in every instance all regular direct or indirect ele- 
ments of cost of service, physical handling and financial investment in the milk 
in question. No milk dealer shall use any method or device, whether by dis- 
count or rebate, free service, advertising allowance, or by a combined price 
for such milk together with another commodity or service, as a result of which 
the total price for the milk and the other commodity or service is less than the 
aggregate of the prices for the same when sold or offered for sale or performed 
separately, or otherwise. In the case of any person affecting sales of milk which 
has not been purchased, there shall be included as a part of the cost of such 
milk, in lieu of the original purchase price thereof, an amount equal to the 
purchase price which would have been payable under this chapter or under 
similar provisions of earlier law and the orders, rules, and regulations of the 
commission made thereunder, if such person had purchased such milk within 
the Commonwealth. [Emphasis supplied.] 

18. The petitioner concludes that the respondent is selling their one-half 
gallon of milk and gallon of milk at a price less than their cost in violation of 
section 14(d) of the law. 

18. Upon information and belief, the petitioner avers that the action by the 
respondent in reducing its prices on October 1, 1959, forced smaller dealers 
to reduce their prices. This action could lead to a reopening of a price war 
in the Greater Boston area, endangering the financial stability of the milk 
industry. 

20. That this action is taken under the provisions of section 22 of the law, 
and there is attached herewith marked “E” an attested copy of the minutes of 
the meeting held by the milk control commission on October 5, 1959. 

21. Upon information and belief the petitioner avers that the respondent 
offered to sell and did sell milk at wholesale in one-half gallon and gallon con- 
tainers at a price below cost and avers such sales and offers to sell were not made 
in good faith to meet competition. 

Wherefore, your petitioner prays: 

1. That pending a determination by this court, a restraining order issue en- 
joining the respondent, its servants or agents from selling or offering to sell 
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milk in gallons and half-gallons at wholesale delivered into the stores at not 
less than its costs, to wit: $0.434776 per one-half gallon and $0.861856 per 
gallon. 

2. That this court determine the respondent’s costs per one-half gallon and 
per gallon at wholesale delivered into the store. 

3. That this court permanently enjoin the respondent from selling milk below 
cost in violation of section 14(d) of chapter 94A. 


4. For such other and further relief as to this court may seem meet and 
proper. 
JERRY Bonn, Jr., 
Director of Milk Control. 


COMMONWEALTH OF MASSACHUSETTS, 


October 14, 1959. 
SUFFOLK, 88; 


Personally appeared before me Jerry Bond, Jr. and upon oath deposed that he 
is director of milk control and that all of the allegations made herein, except 
those made upon information and belief are true, and as to those made upon 
information and beliefs, he believes them to be true. Before me, 


, Notary Public. 


Mr. Steep. The remaining documents the witness has submitted will 
be accepted for the committee’s files, and we may at a later date decide 
we may want some of them in the record. But at the present time 
we will accept them for the files of the committee, in any event. 

Any questions, Mr. McCulloch ? 

Mr. McCutxocu. In view of the action which has just been taken, 
I take it it refers to the petition which was filed seeking an injunc- 
tion—might we have a copy of the answer and any testimony that 
was submitted in the hearing which resulted in, I understand, the 
denial of the injunction ? 

Mr. Harr. In which case was that, sir? 

Mr. McCuttocn. As I recall, we have now made it possible to 
have as part of the record a document which you have offered and 
marked “Q” for identification. It is a copy of a petition, which I 
understand seeks injunctive relief. Of course, the petition has alle- 
gations which may be quite important, and the answer thereto, and 
the testimony that was submitted in support thereof, would have a 
great bearing upon any conclusions that might be reached by those 
who would read the record. For that reason, I suggest, Mr. Chair- 
man, that if an answer were filed in this case, that it be made a part 
of the record, and if there was evidence taken, that the evidenee be 
made a part of the record, or that it become a part of the appendix 
to the record. 

Mr. Harr. We will file a copy of the answer with you, Mr. Chair- 
man. 

Mr. McCuttocn. Now, I would like to ask Mr. Hart, Mr. Chair- 
man, this question. When these matters were under consideration 
here in Massachusetts, and when there were some questions concernin 
the source of supply of milk that came in from out of the State, cae 
when there were other questions that involved factual matters, did 
you make, without restriction, available to the attorney general of 
Massachusetts all of the information and evidence that was in the 
possession of your commission ? 

Mr. Harr. Yes, sir. 

Mr. Streep. And that answer is without qualification or without 
restriction ? 

Mr. Harr. Yes, sir. 
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Mr. McCuttocu. Did you make that information available readily 
and without any delay ¢ 

Mr. Harr. Yes,sir. The only information that probably there was 
any delay on were the reports on the questionnaires we received from 
the dealers. Those reports were of a confidential nature. They were 
submitted to us as a confidential matter. It was maybe a little while 
before we had given those to the attorney general. 

Mr. McCunxocu. Has there been complete and friendly coopera- 
tion between the commission and the attorney general of Massa- 
chusetts in all these matters ¢ 

Mr. Harr. Well, I try to be friendly with everybody. I would say 
we were very friendly, yes. 

Mr. McCuttocu. Well, that I am of course pleased to hear. But I 
must press my question a little further. 

Has there been, in your opinion, and I am sure you know what 1 
mean—has there been complete and utter cooperation looking to a solu- 
tion of this problem at all times between your commission and the 
attorney general of the Commonwealth of Massachusetts ? 

Mr. Harr. Well, possibly it has not been as smooth as it could have 
been. The attorney general had his ideas about resale prices and I 
hadmine. Westarted in together. Then we got a little farther apart. 
And now we are quite close together again. 

Mr. McCuxzocu. Well, that again is gratifying. I come from 
the Midwest, where we have a very “earthly approach to many of these 
things, and we are reluctant to enter a controv ersy, so to speak, be- 
tween husband and wife. You get what I mean? 

Mr. Hart. Yes, sir. 

Mr. McCetxocu. I am hopeful that all people charged with public 
responsibility in the Commonwealth of Massachusetts will cooperate 
in every proper manner to serve these problems so we will not be 
drawn into the controversy at the Federal level. 

Mr. Harr. Probably, Congressman, I could answer your question by 
giving just a little bit of history. 

After we had put these resale prices into effect, which was absolutely 
necessary to stabilize the market, in my opinion, we became a little 
bit unpopular with some of the people. So that when you ask if 
we were friendly, I was very friendly, but I do not know whether every- 
body was friendly with me or not. 

Mr. McCutiocu. You know, we have that same trouble of coming 
toa conclusion with the Members of Congress. 

Mr. Sreep. Mr. Hart, as I understand it, from the history you have 
given here of the milk commission, since its inception, it has engaged 
at one time or another in prices as they affect the producer as well as 
the distributor and retailer. What effect did the enactment of the 
Federal Milk Shed Program have on the activities of your commission ? 

Mr. Harr. Well, it lessened the activities considerably. The dif- 
ferent sections of the State went into Federal orders at different times— 
Boston, then the Lowell-Lawrence area, Springfield, Worcester, and 
the last. was the southeast area. There still is quite a large portion of 
the farming section of the States that the milk control commission still 
sets the price to the farmers at. 


Mr. Srerep. In other words, there are some areas of the State not 
under Federal order. 
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Mr. Harr. That is right, sir. 

Mr. Sreep. In those cases, you fill the gap. 

Mr. iH ArT. That is right. 

Mr. Steep. Well, in that instance does the action of your commission 
pa ‘allel yricewise the Federal market orders ¢ 

Mr. omen Usually they follow on the Federal orders on up — 
down. Most of the State prices are slightly higher than the Federa 
order pr ices. 

Mr. Sreep. When you got into this thing in the turbulent days of 
the 1930°s and began to try to stabilize the industry in the State, 
I am assuming that it improved the price situation for the producer— 
what was the story from adjacent States? Did they follow suit, 
or did the producers in those areas likewise caught in this economic 
squeeze turn their eyes toward Massachusetts then? 

Mr. Harr. The director tells me that all of the States passed milk 
control laws shortly after Massachusetts State, back in the early 
1930s. 

Mr. Sreep. Are there production areas in the adjacent States not 
under Federal order, the same as Massachusetts ? 

Mr. Harr. Oh, yes, sir. 

Mr. Sreep. And are the prices prevailing to producers there com- 
parable to those under Federal aun ¢ 

Mr. Harr. Yes, 1 would say so, sir. 

Mr. Sreep. As a practical matter, does the milk produced in the 
New England area isolate itself by these separate areas, or does it be- 
come intermingled considerably ? 

Mr. Harr. It intermingles. Milk can come from up in Vermont, 
and come right through the Boston market, and go down into the 
southeast. 

Mr. Steep. When the fluid milk producers place today’s production 
on the market in a given area, that which is not needed for the fluid 
milk consumers is placed into the manufactured milk category. 

Mr. Harr. That is right, sir. 

Mr. Sreep. Does all of New England share that together, or do 
you have a situation where a larger percentage of milk in State A 
will be going to the manufactured market than would be in the ad- 
joining State B? 

Mr. Harr. No, in my opinion, sir, most of it is under Federal order, 
and that is shared equally. 

Mr. Sreep. Well, do the producers in these areas in Massachusetts, 
under your control, and not under Federal control, share that same 
market division with those under Federal orders ? 

Mr. Harr. No. The producers under our order do not come under 
that blend price, the Federal market. 

Mr. Sreep. Well, what is the result to those producers then? Are 
they better off or worse off ? 

Mr. Harr. If you do not need a Federal order in a market, you 
are a lot better off w ithout it, because the minute that a Federal order 
goes in, that producer’s milk has to be blended with milk all over New 
England and New York. Right now, the producer that is in a State- 
controlled market gets oftentimes the class I price. 

Mr. Steep. For all his milk ? 

Mr. Harr. That is right, sir. 
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Mr. Sreep. At the present time can you tell us about how many 
vendors—not retailers as such, but vendors—handlers of milk, you 
have in area 17? 

Mr. Harr. My nearest estimate will be that it is right around 75, 
between 75 and 80 dealers. The number of dealers for the entire 
State is just short of athousand. It will run about 975. 

Mr. Steep. Are those the kind of dealers that we would include in 
the general term of being dairymen ? 

Mr. Harr. Not dairymen. They are milk dealers that distribute 
milk and dairy products. 

Mr. Steep. I am interested in the companies who operate plants 
and services here in area 17. 

Mr. Harr. That is what we license. We license those dealers. 
Every dealer has a license to distribute milk in Massachusetts—they 
are licensed by the milk control commission. 

Mr. Sreep. Do all these dealers obtain their milk through market 
order collecting stations, or do some of them have their own sources of 
supply ¢ 

Mr. Harr. I would say that most of them have their own sources 
of supply. 

Mr. Sreep. Do you know if farmer A has a contract to sell his milk 
production to a dairy, a milk handler, who takes the responsibility 
for there being more or less milk on a given day than the consumer 
demand requires? 

Mr. Harr. Well, if he is in the Federal order market, the extra 
milk will be used as class II and be charged to the pool. If it isina 
State market, the dealer has to buy short—while he is able to buy 
milk out of some co-op organization, the supply he needs to fill in his 
everyday needs. 

Mr. Sreep. If he has more milk than he can sell, does he have to 
likewise stand the loss of putting it in the class II market ? 

Mr. Harr. Do you mean in the State market? 

Mr. Streep. Yes. 

Mr. Harr. If he has milk, he apportions that to his farmers, be- 
cause it is the farmers that always take any loss in the milk business. 

Mr. Sreep. It finally goes back to the producer, in any event. 

Mr. Harr. That is right. 

Mr. Sreep. In your experience with this problem, could a dealer 
take advantage of that situation and juggle his costs? 

Mr. Harr. Well, the dealers’ books are checked quite religiously. 
The market administrator checks the books of all the dealers in the 
Federal market. Our office checks the books of the dealers in the 
State market. 

Mr. Sreep. The reason I am asking these questions is in some areas 
of the country, where they do not require some of the pricing data 
that you have available here, the complaint is made that the kind of 
cost figures that we would like to have sometimes are not available. 
And we are interested in some information in that regard. 

How accurate do you feel these cost figures are that are filed with 
your commission by these dealers ? 

Mr. Harr, What was that question ? 

Mr. Streep. You send out questionnaires to have the dealers advise 
you as to their cost. 
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Mr. Harr. That is right. 

Mr. Sreep. We are told in some parts of the country, by industry 

ople, that it is very difficult to arrive at any accurate cost figures. 
igen accurate do you think the cost figures are that you have here? 

Mr. Harr. Well, it is my opinion that these cost figures were pretty 
fairly accurate. There is no question that you take a dealer, for in- 
stance, and when he figures out the cost questionnaire, he can charge 
some expenses to his ice cream division, or his cottage cheese division 
that should be charged to milk. That is one of the ‘things—the Gov- 
ernor has proposed a below-cost bill which I support quite strongly. 
But one of the things that is going to be quite important in that bill 
is to see that these questionnaires that are sent out are checked or 
spot checked to see that they are reported correctly. 

Mr. Sreep. You think, then, as it is, it is not a too difficult thing 
for the milk industry to have cost figures available like that for agen- 
cies of Government ? 

Mr. Harr. Well, I don’t know. I have heard some of the dealers 
tell me that it was going to take a great deal of time to furnish—fill 
out these questionnaires. Our experience has been that most of the 
dealers will fill them out. The large dealers fill them out quite quickly. 
Some of the small dealers, they have to be sent back for additional 
information. 

Mr. Sreep. Let’s take, for instance, as an example, a quart of milk, 
grade A fluid milk. These several companies operating in area 17— 
what variation from cost price for that item do you find in your 
reports 4 

Mr. Harr. The surprising thing about it was that the costs did not 

vary too greatly. Another surprising thing about it was that the 
small dealer's cost was not too much greater than the large dealer’s 
cost. 

Mr. Streep. In the case of the so-called new, modernized, efficient 
operator, who is supposed to have obtained great savings in the cost 
of production, how do they compare with some of your older and 
less modern establishments ? 

Mr. Harr. I believe, sir, that their costs were a little less, but not 
what you would expect. 

Mr. Steep. This is a question that is out of curiosity, and if you 
prefer not to answer it, you may decline. 

I ask this because I assume that you have had some experience with 
costs in this industry that very few men have had the opportunity to 
have 

In this business of the gallon glass jug, what is your opinion as to 
the difference in cost there, compared to other types of milk being 
offered in the market ? 

Mr. Harr. My opinion on the gallon jug is that the gallon jug is 
not any more efficient than other ways of disposing of milk. I feel that 
the thing that is going to be—the package that: i is going to be popular 
is the half gallon. I do not think the gallon jug is increasing in sales. 
I do not feel that the gallon jug is increasing in popularity. But I do 
feel that the half gallon is. 

Mr. Streep. Most all your vendors are equipped with the half-gallon 
type of container; are they not? 
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Mr. Harr. That is right. As I say, most all dealers are going to 
half gallons. 

Mr. Sreep. It is my understanding that it takes special machinery 
for the gallon glass jug, but that other size containers are more or 
less common to all the plants; is that correct ¢ 

Mr. Harr. That is right, sir. 

Mr. Sreep. If what you say is true, and if the basis of this whole 
chaotic condition can be traced back to the gallon glass jug, what is 
your opinion as to why it is not particularly popular, it does not 
have any remarkable cost savings advantage, it does not seem to 
grow in its acceptance with the public—and yet it has this tremendous 
impact on this whole industry. 

What is your opinion as to why that is true? 

Mr. Harr. Well, it worked itself in more or less as a slogan, the 
gallon—buying milk by the gallon. I do not know as I followed your 
question. 

Mr. Sreep. Well, for instance, in one area we investigated the 

gallon glass jug was admitted by all parties to have less than 1 percent 
of the total market demand, and a company that has 26 percent of the 
total market demand claimed that this gallon glass jug was competi- 
tion. And by their own admission, in a few months’ time they had 
given away more of their capital assets in low prices than they would 

arn back if they had all of that 1 percent of the gallon glass jug 
business for 10 years. 

IT am nota very skilled businessman, but I could not see the common- 
sense of a large company cutting prices and taking great losses for a 
long period of time to meet a competitor that would make very little 
difference in their total income. 

In other words, if he got rid of this competition, how would he ever 

earn enough back to offset the losses he had already taken ? 

Mr. Harr. Well, from our experience in this State, sir, the gallon 
jug operators have operated out of stores of their own, in which they 
have sold other products. They sold eggs and bacon and different 
things. And the gallon jug price of milk was one of the things, or 
the important thing, used to get the people to come into the store. 

Mr. Sreep. Well, but if not very many people bought a gallon glass 
jug, how could it bring very many ¢ ustomers ? 

Mr. Harr. Well—in the Springfield market the gallon jug has been 
quite popular. The director tells me that more than 10 percent of the 
market is milk sold in gallon jugs in Springfield. 

Mr. Steed. Now, coming back to the cost reports that the com- 
panies make, assuming that you get legislation that will strengthen 
your control over this situation and that you can make it illegal, 
either at the National or the State level, to sell below cost, do you think 
that the problem of determining a fair cost would be one that could 
be dealt with efficiently ? 

Mr. Harr. You mean amount of money over the cost ? 

Mr. Sreep. If you are going to have a prohibition against selling 
below cost, then the problem arises, What is cost? Do you think that 
agencies of government can determine that cost effic iently and without 
too much difficulty ? 

Mr. Harr. Well, we feel that we can. The attorney general thinks 
that it can be done by these questionnaires that we sent out. We think 
we can establish whut a dealer’s cost is. 
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Mr. Steep. That does not pose too impossible a problem then, to one 
with your background and experience in this field. 

Mr. Harr. Well, [ am not sure. As I say, our experience has been, 
we sent out two of these questionnaires in the Boston market, and our 
response to them was really good. 

Mr. Sreep. Do you have on file today information from the dealers 
as to what their current costs are, so that you could tell us whether 
or not the prices prevailing to the consumer are below or above that 
cost at this time / 

Mr. Harr. The latest cost we have is as of October 1958. That is the 
questionnaire I submitted to you, sir. 

Mr. Streep. Would you say that the prevailing retail prices at this 
time are above or below that figure / 

Mr. Harr. I believe, sir, they are above what they were. In fact, 
I am quite sure that they are above what they were when we put out 
those cost questionnaires in October of 1958. 

Mr. Streep. If you sent out a new questionnaire tomorrow, would it 
be a guess or could you give us any reliable indication as to what you 
think the cost would be as ¢ ompared to the one you had in 1958—would 
it be up or down ? 

Mr. Harr. I think the costs would be higher, sir. 

Mr. Sreep. If that is true, what is your best judgment as to whether 
today’s prevailing prices are up or below what today’s probable costs 
would be? In other words, assuming that you have some general idea 
about what actual costs are today, could you tell us w hether you think 
milk in area 17 is now being sold above or below cost ? 

Mr. Harr. Well, I feel that milk in area 17 is being sold right. on 
the borderline of cost. We established a guideletter price that we 
felt that anybody selling below that price would be selling below cost. 
The market dropped down 2 cents a gallon and 1 cent a half gallon 
below those guide prices that we sent out. So that I feel they would 
be right on the borderline, and probably be below cost. 

Mr. Sreep. What is the situation, in your judgment, as to other 
dairy products, manufactured products, as to the sales price and cost 
price, that these same companies have ? 

Mr. Harr. I have no knowledge of them. You mean cream and cot- 
tage cheese and stuff like that ¢ 

Mr. Streep. Yes. In other words, if a company is only breaking even 
in its fluid milk, do you think that it is also only breaking even in 
its other dairy products / 

Mr. Harr. No, not necessarily. 

Mr. Sreep. The price war has not invaded the ice cream, cottage 
cheese, : and other fields, then / 

Mr. Harr. The ice cream—of course, we do not have anything to do 
with it. What I give you is just what I observe from going into the 
stores. Ice cream has been the target of some tremendous advertising 
of low prices. But other commodities, cream and cheese and stuff 
like that, and the eggs—I think they are still making a profit on those 
things. That is only my opinion. I have no knowledge of it, sir. 

Mr. § ‘rrep. In other words, it does not follow that just because a 
dairy is breaking even on fluid milk, it would necessarily be losing 
money if it has these other sidelines ? 

Mr. Harr. Not necessarily so. 
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Mr. Srerp. Mr. MacIntyre. 

Mr. MacIntyre. I havea few questions, Mr. Chairman. 

Referring to the last answers that you gave about cost, Mr. Hart, we 
noted from one of your exhibits, the one showing average costs for 38 
companies, based on the October 1958 schedules, that in the half- 
gallon paper containers on a wholesale basis the cost is 21.39 cents 
per quart. That would put the cost near 85 cents per gallon. 

On the basis of October 1958 cost, you have told us that in your 
judgment costs have increased since then. According to the informa- 
tion before the committee, and about which testimony will be given 
shortly, the price is about 82 or 83 cents wholesale in the stores. Would 
you, then, acknowledge that that is a sale below cost ? 

Mr. Harr. I would, sir. I would like to amend my previous state- 
ment about the increased costs, and one of the things that has taken 
pane that we have knowledge of—they have had another rise in the 

1elp that works for the milk companies. They have been given a 
substantial increase, as I understand. 

Mr. MacIntyre. Now, directing the same question to your schedule 
on 38 dealers with respect to the gallon—your schedule shows that as 
of October 1958 the cost was slightly more than 80 cents a gallon. 
The cost, according to your judgment, has increased since then. The 
prices, according to information before the committee, are below 
80 cents into the store, ranging from 74 to 78 cents per gallon, on a 
gallon basis. 

Would you acknowledge they are below cost ? 

Mr. Harr. Yes, would. Butthe only reservation that I must make 
is that dealers are improving their position all the time. It is a possi- 
bility that they could have become more efficient in this gallon opera- 
tion. ThatIdonotknow. Ihaveno knowledge of it, sir. 

Mr. MacIntyre. Well, let us refer to your exhibit Q, which is now a 
part of the record here. 

That proceeding is based upon a provision of section 14(d) of the 
Milk Control Commission Act. The provision reads to this effect: 


No person shall sell within the Commonwealth any milk or render any service 
in connection with the sale or distribution of milk, at a price less than the cost 


of such milk or service. * * * 

That is really the basis for that proceeding, is it not? 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. Now, you in this proceeding against the Hood Co. 
have outlined that its cost, according to the information filed with you 
before expenses went up, amounted to better than 83 cents per gallon. 

According to information before the committee, and published infor- 
mation, the Hood sales prices in the stores on a wholesale basis were 
80 cents per gallon without discounts. ; 

It is on those facts that this proceeding is based, charging those 
sales below cost? Is that correct? 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. Now, Hood filed those under penalty of perjury ? 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. So you have accepted what they told you was 
the truth as being true, have you not? 

Mr. Harr. Yes, sir. I believe those prices that were filed there 
are correct, sir, because those are the figures that we took from the 
questionnaire submitted by the Hood Co. under the penalty of perjury. 
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Mr. MacIntyre. You did not compute those costs. Hood Co. com- 
puted the costs of their own company. 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. An according to those costs, and according to to- 
day’s published prices, the prices are below cost, are they not? 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. And to the extent that any of their large cus- 
tomers are getting discounts on these published prices, they would 
be that much more below cost, would they not? 

Mr. Harr. If they were given discounts, yes, sir. 

Mr. Sreep. In that connection, if that is true, do you know of any 
milk dealer in area 17 that is not in violation of the State law at this 
time, assuming these other facts and figures are correct? I realize 
that many of these people are selling milk at prices because of com- 
oe But regardless of the reason, actually if the milk prices now 

eing charged are as obviously below cost as these figures show, 
wouldn’t it follow that all the dealers are actually in technical vio- 
lation of the law? 

Mr. Harr. Yes. In my statement, sir, you will note, I made the 
statement that most dealers are selling below cost. Now, when I 
say most of them, there might be some dealers that are not. But in 
my opinion, most dealers are selling below cost. 

Mr. Streep. And that means the consumer in the Boston area is en- 
joying a price for milk that he can only have because the dealer is a 
law violator. 

Mr. Harr. That is right, sir. 

Mr. MacIntyre. Would you expect that condition to continue in- 
definitely ? 

Mr. Harr. It cannot continue, sir. The dealer that most of the 
Massachusetts farmers sell their milk to cannot continue in business 
if he is losing money, which is only reasonable. 

Mr. MacIntyre. So a multiple-market operator, such as Hood, 
could lose here and gain elsewhere until more control is gained by 
them over the market. Would that be your view ? 

Mr. Harr. It could be done, sir. 

Mr. MacIntyre. What are the results, as you have experienced 
them, in some of the outlying markets where monopoly control has 
been secured by a single or two or three operators ? 

Mr. Harr. Would you repeat your question, sir? 

Mr. MacIntyre. I say, in your experience, what has happened to 
the price that the consumers pay in these outlying areas where one, 
two or three concerns have gained monopoly control over prices? 

Mr. Harr. Do you mean in some of these markets where there are 
only one or two or three dealers left, sir? 

Mr. MacIntyre. Yes. 

Mr. Harr. Well, I am really not able to tell you, only from the in- 
formation received. And in those cities, the prices of milk were sub- 
stantially increased. 

Mr. Streep. Your commission does have statewide jurisdiction. 

Mr. Harr. That is right, sir. 

Mr. Streep. Have you made cost samplings in other sections of 
Massac'usetts, outside of the Boston area ? 

Mr. Harr. No, sir. 
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Mr. Sreep. You are not able to tell us, then, what is the price situa- 
tion or the cost situation statewide by comparison to this market here. 

Mr. Harr. We can tell you briefly. In the western part of the State, 
I think it is an even more serious situation than it is in the Boston 
area. 

Mr. Steep. Serious because prices are lower? 

Mr. Harr. Lower, yes, sir. The class I price is the same as it is in 
the Boston market. The gallon jug price, now the store prices in 
Springtield are lower than the Boston market. The situation down 
in the southeast area is comparable to the Boston area. Farther north. 
that is up in the Lowell-Lawrence-Haverhill area, they enjoy a little 
more st: ‘Dilley than any other part of the State. The Worcester mar- 
ket has been fairly stable. 

Mr. Streep. In the two areas you mentioned that are fairly stable, 
what is the gallon glass jug story there 

Mr. Harr. Well, I can give you firsthand knowledge of the Lowell 
market, sir. They have a gallon jug in the chainstores, and it is not 
sold at as cheap a price as it is sold in these other markets—that is, 
Boston or Springfield markets. 

Mr. Sreep. Well, it is not the container, the size of it, then, that does 
the damage. It is the price that sometimes goes with it that creates 
the chaotic situation. 

Mr. Harr. As you say, it is the price, sir. 

Mr. Streep. Mr. McCulloch, have you any questions / 

Mr. McCuttocn. It appears to me since I requested that the evi- 
dence be made a part of the record, or become a part of the appendix 
to the record, submitted after the filing of the petition which has 
been marked for identification as “Q”, involves a suit which is now 
pending. In view of that fact, Mr. Chairman, I withdraw that part 
of my request which suggested that the evidence be made a part of 
the appendix, because I do not think it serves too useful a purpose 
for an investigating committee of the Congress to delve into the 
partially ms ade record of a pending case. 

Mr. Steep. I agree with you. I think what the committee would 
be more interested in, if and when the matter is settled by the court, 
we would like to have that result. That would be of a lot more value 
to us. 

Mr. Harr. Very well, sir. 

Mr. Streep. We do not want to inject ourselves into anything that 
is pending. 

Mr. McCuntocn. I did not realize it was a pending case. 

Mr. Harr. It is, sir. 

Mr. Streep. Mr. Hart, on behalf of the committee I want to express 
our appreciation to you for your cooperation and help here today and 
also for the many kindnesses you have extended to our staff members 
in helping us assemble information for these hearings. We are very 
grateful to you for all the cooperation you have given this committee. 
It has been most helpful to us. 

Mr. Harr. We are very glad to work with you, sir. 

Mr. Sreep. Our next. witness was to be Mr. Aubrey Borden. The 
committee is advised that he is unfortunately ill. We understand that 
there is a representative here from the department who will present 
some material on his behalf. Will you step forward now, please. 
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Please identify yourself for the record and then we will be glad to 
hear from you. 


TESTIMONY OF CHARLES H. McNAMARA, COMMISSIONER OF AGRI- 
CULTURE FOR THE COMMONWEALTH OF MASSACHUSETTS 


Mr. McNamara. Mr. Chairman, my name is Charles H. McNamara. 
I live at Stoughton, Mass. I am commissioner of agriculture for the 
Commonwealth of Massachusetts. I am a dairy farmer by trade. 

I have a written statement here that I will give you later. I fear 
that it is somewhat repetitious. But I think you will find it brief. 
With your permission, I will read it. 

Mr. Streep. You may proceed. 

Mr. McNamara. The division of dairying and animal husbandry 
was established under the provisions of section 6 of chapter 20 of the 
General Laws, which also provides for the appointment of a director. 
I am enclosing a copy of this law and have marked it “Exhibit 1.” 
The duties of the director are outlined in General Laws, chapter 128, 
section 12. They are further defined in sections 15, 14 and 15 of the 
same chapter. I am enclosing a copy of these: sections and have 
marked it “Exhibit 2.” Under these sections the dairy division shall 
inspect the method of making cheese and butter and inspect all dairy 
products bought and sold and enforce the law for the manufacture, 
transfer and sale of such products. The division shall make reports 
to the division of livestock disease control of any unsanitary condi- 
tions they may find and may assist in methods of practical husbandry 
and disseminate useful farming information in varying ways. 

In cooperation with the Massachusetts Agricultural Experiment 
Station under chapter 75, sections 16 and 16A, the division collects 
mastitis samples for delivery to the diagnostic laboratory at Amherst, 
Mass. I am enclosing a copy of these sections and have marked it 
“Exhibit 3.” It grades dairy products in the New England area 
under cooperative agreement with the U.S. Department of Agricul- 
ture as covered by the Agricultural Marketing Acts. It aids a flavor 
consultant working cooperatively with the Extension Service and 
milk dealers and is also engaged in an endeavor to eliminate any in- 
hibiting materials which leave a residue in milk. 

There are 17 permanent employees, 1 flavor consultant, and 3 
temporary employees under the director. The division has a work- 
load approximately as follows: Inspection of 17,000 to 18,000 dairy 
farms; Inspection of 160 milk plants or receiving stations; inspection 
of approximately 55 pasteurization plants; the collection of 40,000 
milk samples annually for delivery and laboratory analysis. The 
division also participates in fairs work to disseminate dairy 
information. 

Chapter 94, section 16 K and L, provides that the Department of 
Agriculture of the Commonwealth of Massachusetts is responsible 
for the inspection of all dairy plants and receiving stations, wherever 
located, and for all pasteurization plants outside the Commonwealth 
shipping milk to Massachusetts. This work has been delegated to 
the director of the division of dairying and animal husbandry. I 
am enclosing a copy of these sections and have marked it “Exhibit 4.” 

The milk regulations board is set up by General Laws, chapter 6, 
section 42. I am enclosing a copy of this section and have marked 
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it “Exhibit 5.” The members consist of the chairman of the milk 
control commission, the attorney general or delegate, the commis- 
sioner of public health or delegate, and the commissioner of agricul- 
ture or his delegate—the director of dairying and animal husbandry. 
The chairman of the board is the chairman of the milk control com- 
mission. Its powers and duties are defined in General Laws, chapter 
94, sections 16 through 16J. I am enclosing a copy of these rules 
and regulations and have marked it “Exhibit 7.” In section 16, en- 
titled “Definitions,” the director is the director of the division of 
dairying and animal husbandry of the department of agriculture; 
and also under section 16 of this same chapter, and I quote, “for the 
purpose of sections 16 to 161 inclusive, the director shall act under 
the supervision and control of the board.” Under this section the 
milk regulation board requires that milk shall not be sold without a 
certificate of registration; it makes provision for application for reg- 
istration, for the issuance and renewal of certificates, refusal, revoca- 
tion, or suspension of a certificate; requires monthly statements and 
registration of dealers. They may issue temporary certificates, may 
detine the areas of milk supply, and may penalize any violators. 
Under section 16J the board regulates the handling, sale, and trans- 
portation of milk. The director of dairying and animal husbandry 
is specifically omitted in this section. 

The laws being enforced by this division were put on the books to 
improve the quality of dairy products bought by the consumers of 
the Commonwealth. The commissioner of agriculture and the di- 
rector of dairying and animal husbandry have enforced these laws 
as equitably as it was in their power to do so. They have treated 
the small dealer and the large Lehn as equals, and they have done 
the same with the farmer. Their aim has always been to aid the dairy 
industry from the farm to the front door of the consumer. They will 
continue to do so in the future. 

Mr. Steep. Mr. McNamara, I must say that from the factual record 
you have given us here, and on the assumption that your department 
is doing its job well, it certainly ought to be one of the busiest agen- 
cies of government that has come to our notice. There is no lack of 
a lot of territory to cover, and a rather surprising number of people 
who do it. 

Do you feel that the situation prevailing in this section faces any 
potential danger in deterioration of quality or health standards due 
to the chaotic condition that seems to be prevailing in so much of the 
industry in Massachusetts? 

Mr. McNamara. According to the director of public health, the 
quality of the milk has deteriorated somewhat. 

Mr. Sreep. Since a producer has some advantages of protection 
that do not prevail for the processors—there would be no reason why 
the quality of the milk, when it leaves the farm, would be involved, 
would there? 

Mr. McNamara. No. I have no quarrel with the quality—TI feel 
there is no danger of the quality of the milk being produced in Massa- 
chusetts. 

Mr. Sreep. Then it would be after it left the hands of the pro- 
ducers. 

Mr. McNamara. Well, it has been alleged that 
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Mr. Streep. Put it this way. If the bad price situation makes it 
difficult for the processor to maintain as high standards as he wants 
and you want, that same thing would not necessarily apply to the 
producer, since he does not have the market order protection on his 
price structure. 

Mr. McNamara. Sir, I think there is a projected danger. If these 
dealers that are buying Massachusetts milk continue to sell below 
cost, naturally eventually the law which says you cannot take some- 
thing from nothing will come into force. By that I mean if the dealer 
is losing money, naturally he handles the money first, and he cannot 
pay what he doesn’t have. 

Mr. Steep. Do you think that the prices paid farmers under exist- 
ing conditions are fair prices? How do your producers feel about 
what they are getting of this? 

Mr. McNamara. Sir, I will answer you this way. We have on one 
farm continuously produced a load of milk each day for close to 
100 years. My son is carrying on, and he now is the fourth genera- 
tion. We are producing about 2% tons of milk a day. And all that 
I can say to you, sir, is thank God that I have a job that gives me a 
salary every day, because if I did not, I am not sure that we could 
make both ends meet. 

Mr. Streep. Do you feel that your condition is comparable to that 
of other producers in the State? Do you think all of them are more 
or less on the same basis you are? 

Mr. McNamara. The producers that are producing under the milk 
control order have a distinct advantage. In other words, they are 
getting a better price for their milk because many of them are being 

aid for 98, 99, to 100 percent class I, whereas those farmers produc- 
ing for the Federal market are not getting that blend. 

eo You are producing, your own farm, under the Federal 
order 

Mr. McNamara. Since a year ago last January, I have been in the 
ee wee southeast market. Yes, 1 am under the Federal 
order. 

Mr. Sreep. By and large, what percent of your daily production 
goes into the class IT market ? 

Mr. McNamara. I could not answer that question right now, sir. 
I do not know. 

Mr. Sreep. It certainly is not as high as the 98 percent that the 
others have ? 

Mr. McNamara. No. 

Mr. Streep. Do you recall the lowest figure that you can remember 
in recent times ? 

Mr. McNamara. No, I do not, sir. I am sure that Mr. Aplin, and 
I understand he will testify, will have all that information for you. 

Mr. Streep. Mr. McCulloch, do you have any questions? 

Mr. McCutiocu. Yes. Mr. McNamara, do you feel that there is 
sufficient authority in the Commonwealth of Massachusetts to solve 
most of the problems confronting the dairy producer and the pro- 
cessor and the distributor ? 

Mr. McNamara. By and large, yes. I do have some ideas that I 
hope might strengthen the milk coming into Massachusetts. 

Mr. McCuutocu. Have you had enough time to study the problem, 


to come to a conclusion on whether or not the Commonwealth of 
43632—60—pt. 4——_5 















424 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Massachusetts has the authority to determine the conditions under 
which milk would come into the Commonwealth which would meet 
the conditions that you are a bit alarmed about now ? 

Mr. McNamara. I am not sure, sir, that I quite understand your 
question. 

Mr. McCutxocu. Well, I will restate. Do you think that the 
Commonwealth of Massachusetts has the authority to lay down the 
conditions under which milk may be imported into this State for use, 
into this Commonwealth for use ¢ 

Mr. McNamara. Yes. I think that they do. However, if it is true 
that all this milk—and_it has been referred to as bootleg milk—has 
been coming in, we intend to strengthen our laws to see that this is 
not done. 

Mr. McCutiocu. And you do have authority to do that by legisla- 
tive processes within the Commonwealth ? 

Mr. McNamara. The milk regulation board does. 

Mr. McCuttocu. And would it involve fundamental authority on 
the part of the legislative department of government to lay down 
reasonable rules and regulations concerning the type of milk that 
comes into the Commonwealth ? 

Mr. McNamara. Yes. 

Mr. McCutxiocu. And if there be a desire on the part of the legis- 
lature directly and a desire on the part of the people of the Common- 
wealth of Massachusetts in general to lay down those rules and 
regulations, that can be done at the State level. 

Mr. McNamara. Yes, sir. 

Mr. McCutxiocu. And you believe as a matter of political pholis- 
ophy that the Federal Government should refrain from entering fields 
of business activities so long as there is adequate authority on the part 
of the respective States to regulate that activity / 

Mr. McNamara. Personally, I think, yes. 

Mr. McCutiocu. That is all I have. 

Mr. MacInryre. I have no questions. 

Mr. Steep. I would like to express the committee’s appreciation 
and thanks to you, sir, for appearing and cooperating with us. 

Mr. McNamara. Thank you, sir. 

Mr. Sreep. At this time we would like to have both of the milk 
marketing administrators come forward—Mr. Aplin and Mr. Cherry. 

To beg with, would each of you identify yourself for the record, 
and then we will have Mr. Aplin start off and Mr. Cherry follow. 








TESTIMONY OF RICHARD D. APLIN, MARKET ADMINISTRATOR, IN 
GREATER BOSTON, CONNECTICUT, SPRINGFIELD, AND WORCES- 
TER MARKETING AREAS; AND ROBERT CHERRY, MARKET AD- 


MINISTRATOR, SOUTHEASTERN NEW ENGLAND MARKETING 
AREA 


Mr. Aprtin. Mr. Chairman, my name is Richard D. Aplin. My resi- 
dence is 27 Livingston Road, Wellesley, Mass. I am market adminis- 
trator designated by the U.S. Secretary of Agriculture to administer 
the Federal milk orders regulating the handling of milk in the Greater 


Boston, the Connecticut, the Springfield, and the Worcester market- 
ing areas. 
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Mr. Cuerry. Mr. Chairman, my name is Robert Cherry. I am a 
resident of Barrington, R.I. Iam market administrator of the south- 
eastern New England marketing area. 

Mr. STeep. Consisting generally of what sections ? 

Mr. Cuerry. It consists of the entire State of Rhode Island, ex- 
cept Block Island, and the Massachusetts Counties of Barnstable, Bris- 
tol, Dukes, and Plymouth, with the exception of the towns of Hingham 
and Hull in the l: atter county. 

Mr. Arun. If it please the chairman, I have a map showing the 
location and extent of these five marketing areas, if the committee 
would like to use it. 

Mr. Sreep. All right. 

Mr. Aptin. I am here in response to a letter from the chairman of 
the committee to the U.S. Department of Agriculture requesting that 
I testify and present information on certain matters with respect to 
the markets in which I administer the Federal milk orders. 

The first point on which I was asked to present information has to 
do with the findings of fact which serve as the basis for issuance of 
these Federal milk orders. 

Now, I have brought with me the official findings of fact by the 
Secretary in these various markets which I will leave with the re- 
porter. 

The order for the Greater Boston marketing area was issued to 
be effective February 9, 1936. At that time the procedures followed 
by the Department of harideltiere did not call for as extensive find- 
ings as were made for orders issued in recent years. But I will leave 
with the reporter a copy of the original order for the Boston market, 
issued in 1936. On page 2 there are the findings made at that time 
by the Secretary of Agriculture with respect to the basis for the 
issuance of the order. 

In September 1952 the Boston marketing area was extended to in- 
clude the town of Bedford, which lay adjacent to the marketing area 
in the northwest, and in November 1956 it was again extended t to in- 
clude four towns which adjoined it immediately ‘west of the market- 
ing area. 

I have here and will leave with the reporter an excerpt from the 
decision of the Secretary of Agriculture which includes his findings 
as to the basis for extending the marketing area to include Bedford. 
I have a copy of his decision containing his findings on the basis and 
need for including the four additional towns. 

In July 1959, the Boston marketing area and the marketing area 
which had been known as the Merrimac Valley marketing area, and 
which includes as its principal cities Lowell, Lawrence, and Haver- 
hill, Mass., were merged into a single area, which was called the 
Greater Boston marketing area. 

I have here a copy of the decision of the Secretary of Agriculture 
in which he announced his findings as to the basis of this merger of 
the two orders and marketing areas 

The order regulating the Eanneeakiouk market is the most recent 
one issued in New England. It became fully effective on April 1, 
1959, and I have here a portion of the Federal Register of February 
11, 1959, which contains the decision of the Secretary of Agriculture 
with respect to the Connecticut order, including his findings on the 
need for regulation in that market. 
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The Springfield and Worcester orders both became fully effective 
on January 1, 1950, and I have brought here the decision of the 
Secretary of Agriculture on the issues of these two orders, which in- 
cludes his findings on the basis of need for the orders. 

Mr. MacIntyre. Mr. Chairman, I would like to ask the witness if 
it is not a fact that all of these findings and decisions are based largely 
on a general finding that the orders were necessary because of in- 
stability and chaotic pricing conditions. 

Mr. Apuin. Yes. They are all issued as a result of petitions filed 
by associations of milk producers in these markets, asking that the 
Secretary issue an order for the market. 

Mr. MacInryre. But the limit of protection under the order is to 
the price paid producers only. 

Mr. Artin. Yes. That is the only price that is fixed by the orders. 

The second point on which I was asked to present information is 
an outline of the provisions of these milk orders. 

I will describe the principal provisions of each of the four orders 
that I administer, because they are essentially the same with respect 
to the principal provisions, other than the definition of the marketing 
area, which is shown on the map. 

Essentially, these orders define the terms under which handlers who 
supply milk to the marketing area must account for such milk to the 
dairy farmers. The persons who are regulated by these orders are 
those who receive and handle milk which is disposed of directly or 
indirectly in the marketing area to which the order applies. 

The order applies fully to the operator of a milk plant which pro- 
vides a part of the regular supply of milk for the market. It applies 
partially to the operators of plants that ship only infrequently, or 
only a small amount of their milk to these markets. 

These orders require the plant operators, who are called handlers, 
to account for the milk at certain minimum prices under a classified 
price plan. 

In all of these New England markets, milk which is disposed of 
by the handlers in the form of milk, fluid skim milk to consumers, 
flavored or cultured milk, or skim milk or buttermilk, and milk which 
is not accounted for is known as class I milk. The remainder of the 
milk being received at regulated plants, which is disposed of in the 
form of cream, ice cream, or other manufactured dairy products, is 
known as class II milk. The classification of the milk relates to its 
utilization and not to its quality. 

Now, the price for class I milk is established in advance of each 
month in these markets by a formula contained in the orders. The 
formula is the same in each of these New England markets. The 
formula for the class I prices takes into account the wholesale com- 
modity price level in the United Sattes, the disposable income of con- 
sumers in New England, dairy ration prices and farm wage rates in 
New England, the supply-demand relationship for milk in these par- 
ticular markets, and the season of the year. 

The price for class II milk is lower and substantially lower in 
these markets. It is determined after the close of each month. It 
is based either upon the price of western cream arriving at Boston and 
the price of nonfat dry milk in the Chicago area or, in the absence 
of a market price for western cream in Boston, upon U.S. average 
price paid for manufacturing milk, with certain adjustments. 
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Within 8 days after the close of each month, each handler files with 
the market administrator a report showing his rec eipts of milk from 
yarious sources and classifying the milk according to its utilization. 
The market administrator determines the value of each handler’s 

milk by applying the appropriate class prices. 

These New England orders provide for marketwide pools. This 
means that the value of the milk of all the handlers rec eiving milk 
from farmers is added together to arrive at the total value of the 
milk in the market. Then the total value of the milk is divided by 
the quantity received from dairy farmers to arrive at the minimum 
blended price to be paid to the farmers for that month’s milk by the 
handlers. 

This minimum price to producers is varied by differentials ae 
upon the distance from market of the plant at which the milk i 
received, the distance of the dairy farm from the market, and the 
butterfat content of the milk. 

Differences between the value of each handler’s milk and the amount 
which he is required to pay directly to his producers for the milk he 
receives from them are cleared through a marketwide pool conducted 
by the market administartor. Handlers are required to pay the mini- 
mum blended prices to producers not later than specified dates. These 
payments are audited by the market administrator, and the reports 
of the handler as to their receipts and utilization of the milk also 
are audited, in order to determine whether they are correct or whether 
adjustments are needed. 

These provisions I have outlined are the principal provisions. But 
I will leave with the reporter a copy of each of the four orders that 
I administer, which contain all of the provisions. 

The third point on which I was asked to present information was 
the fluid milk and cream reports which are issued monthly by the 
U.S. Department of Agriculture. I have brought with me, and offer 
to the committee for its use, these fluid milk and cream reports for 

each of the months from January 1958 to January 1960. 

The fourth point on which I was asked to bring information was 
the statistical reports for these particular markets which have been 
issued. The market administrator issues about the 25th day after 
the close of each month a statistical report showing the receipts of 
milk from various sources in the market during that month, the 
disposition of that milk by classes, showing how much of the class I 
milk was disposed of the marketing area, and how much to outside 
markets, showing the number of handlers, the number of producers, 
the class I and class II and blended prices, and certain other in- 
formation. 

These reports are issued monthly based on the reports of handlers, 
and after the reports of the handlers have been audited, an annual 
summary is issued containing verified figures. 

So I have here for the committee’s use a summary for the year 1958 
of the statistics for each of the Boston, Springfield, and Worcester 
markets, and for 1959 I have the monthly statistical reports for these 
three markets and for the Connecticut market for the months from 
April 1, when the order became effective. 

Because the Merrimac Valley market was merged with the Boston 
market on July 1, 1959, I have included in this ¢ ollection the statistical 











428 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


reports for the Merrimac Valley market for the year 1958 and for 
the first 6 months of 1959. The figures for these months for Boston 
and Merrimac Valley markets w ould need to be consolidated in order 
to provide statistics which are comparable with those contained in 
the Boston report for the last 6 months of 1959. And in these Boston 
reports for the last half of 1959 there are shown comparable figures 
for the same month of the previous year which do reflect the consolida- 
tions of the Boston and Merrimac Valley statistics for the earlier 
month. 

The last point on which I was asked to bring information was to 
bring a map which would show the geographic: al outlines of the 
supply areas for these markets. I have brought several copies which 
T would like to pass to the committee members, while I explain the 
significance of the map. 

This is the best available map which we have to show the geography 
of the milk supply for these markets in southern New England. This 
is amap which was prepared in my office a year ago, in February 1959. 
It shows the location of the country milk receiving plants within 
the supply area for the Boston market, including those plants supply- 
ing the Boston market and those plants i in that area which regularly 
supply other markets. 

Now, this shows very well the geography of the Boston supply, 
because more than 90 percent of the milk for the Boston market comes 
from these country plants, which are located on the average a little 
more than 200 miles from the market. 

The solid blue dots on this map show the location of the Boston 
country plants. And in the key, on the lower righthand corner of the 
map, there are symbols from which it can be identified as to who was 
the operator of each country plant supplying the market and the 
distance of the plant from Boston. 

The distances are shown by 10-mile zones, which are the zones which 
are used in establishing price differentials under the order. 

There have been a few changes in the operation of country plants 
since this map was made 1 year ago, but they are not changes which 
would significantly affect the area from which the milk supply for 
that market comes. 

Now, there are also shown on this map country plants that supply 
other New England markets. They are shown by other symbols indi- 

cated on the map, to show the operator of the plant and the market 
which it supplies. 

When this map was made 1 year ago, the Connecticut order had not 
been issued. On this map there are two plants which are indicated 
by the open circles at Benson, Vt., in western Vermont, and in eastern 
New York at Smiths Basin, which are now pool plants supplying the 
Connecticut market. I have added to these particular copies of the 
map presented to the committee in the lower left-hand corner arrows 
which indicate the approximate location of other two country plants 
which supply milk to the Connecticut market. These are located in 
Great Barrington, Mass., and at Prattsville, N.Y., which is just off 
the map, west of the Catskill Mountains. Both of these plants are 
operated by the Dairymen League Cooperative Association. The 
operators of all rom other country “plants are indicated on the map. 

I do not have available maps to show the location of those producers 
relatively near aia markets whose farms supply milk to them, but I 
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can describe the situation in such a way that I think it will be rela- 
tively clear. 

In addition to the 90 percent of the Boston supply that comes from 
the country plants which are shown, the remaining 10 percent comes 
from farms located in eastern Massachusetts and southern New 
Hampshire. 

The major part of the supply for the Connecticut_market comes 
from farms located in Connecticut and eastern New York, immedi- 
ately west of Connecticut and east of the Hudson River. 

The major portion of the milk supply for the Springfield, Mass., 
market which is not received from the country plants shown on this 
map, comes from producers whose farms are in western Massachusetts 
and southern Vermont. And the major portion of the milk supply for 
the Worcester market comes from producers whose farms are located 
in central Massachusetts. In general, most of the producers from 
whose farms milk is supplied directly to city plants in any of these 
four markets are located within 50 to 75 miles of the market. 

That completes the testimony I have on these five points. 

Mr. MacIntyre. Mr. Chairman, I request that the maps submitted 
by the witness be incorporated in the record as a part of his testimony, 
but that the other matter he submitted be kept in the files of the 
committee. 

Mr. Streep. That is so ordered. 

(See maps inserted in the record at the conclusion of Mr. Aplin’s 
testimony, facing p. 433.) 

Mr. Steep. Mr. Cherry, would you like to proceed ? 

Mr. Cuerry. Yes, sir. I am here on the same basis as Mr. Aplin, but 
with respect to the southeastern New England marketing area. 

The southeastern New England order was issued effec tive November 
16,1958. Accordingly, it has a shorter life than the Boston order, and 
some of the other orders in New England. 

The statement of conditions preceding the issuance of the order 
appeared in the Federal Register of October 24, 1958. I have that 
portion of the Federal Register that contains the findings of fact and 
also the order as then issued. 

I would like to submit a copy of the Federal Register portion for 
the record. 

Mr. Streep. We would be glad to have it. 

(The documents referred to will be found in the committee files.) 
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Southeastern New England marketing area—Utilization and classification of 
milk at pool plants under order No. 90 (reported) 




















| December 1959 November 1959 
Item 
Product, Butterfat, Product, Butterfat, 
pounds pounds pounds pounds 
| 
Class I milk: 
Packaged fluid milk___.....-- isan dobsta | 36, 740, 217 1,371,577 | 36,325, 485 | 1, 362, 902 
Flavored whole milk__..--.-.._-.._--_-----] 245, 004 8, 503 249, 783 8, 738 
I tee 534, 426 450 | 611, 870 1, 121 
Skim, with solids added_._............--.-- a; OU, Taasbectnendune 76, 263 | 169 
I iE Sst ciel ok igsbadesébipaess | 78, 148 | 1, 094 | 84, 440 | 1, 242 
Half and half_____- Si a ascent te cinta 163, 776 19, 255 | 181, 328 | 21, 323 
Flavored milk drinks___----------__-- ooh 416, 444 8, 894 488, 579 | 10, 295 
Bulk milk to Federal markets__.....------- 92, 984 3, 646 | 439, 263 16, 344 
Bulk milk to other markets____.__--------- 115, 799 | 4, 190 | 358, 702 13, 127 
Class I shrinkage and dumpage- --.-------- 207, 990 21, 870 | 160, 624 15, 699 
Total class I by pool handlers--_.--------- } 38, 642, 649 | 1, 439, 479 | 38, 976, 337 | 1, 450, 960 
Less: 
Packaged milk from Federal markets____-| 3, 606, 951 128, 211 | 3, 262, 295 115, 15 
Oe idichict eptadnctcecnsceddbndiamdowe a, 270 | 11, 056 133, 414 5, 352 
Class I producer milk ..........--...--- 34, 747, 428 1, 300, 212 | 35, 580, 628 1, 330, 451 
Class II milk: 
Light cream sales _ ._._-_- aszbuduaniil 558, 279 | 98, 855 | 584, 970 107, 552 
Heavy cream sales Suse ackadenkeaormakeinG 393, 459 142, 597 | 352, 863 130, 507 
Other class II items _____-_. dtnavckted 215, 997 40, 100 3 131, 548 321, 552 
Half and half___..__ a eledaialen wleecaesataa 163, 796 | 19, 258 181, 300 21, 320 
Products used in eggnog ine 308, 809 | 20, 672 | 114, 009 9, 299 
Bulk milk to Federal markets pli eee 2, 719, 524 | 474,447 | 38,863, 980 | 2 327, 560 
Bakeries and soup manufacturers ___-___-- 97, 960 | 12, 992 | 81, 742 9, 836 
pA oy. OS eee eee eis e i etese 582, 297 6, 240 | 332, 177 | 4, 521 
OE | ee mae 616, 017 | 65, 523 500, 845 | 61, 016 
I Sh oo ee ee S75 O99 |... ch zatit ak | 4. | WOPererea se ee 
Shrinkage. -_.... cise tel 676, 227 | 36, 076 | 599, 906 | 31, 593 
Total, class II by pool handlers_ -----__-- 16, 606, 185 916,760 | 11, 891, 269 | 724, 756 
Less: | 
Cream from all sources___.-.......---.-| 906, 693 | 317, 77 883, 672 307, 730 
Milk from Federal markets___....___-- | 154, 787 5, 233 33, 070 | 714 
Re OR 3 Be oe og gh 5n dk | 275, 436 | 122 187, 728 73 
Mixtures for eggnog__.____-- ae ee 35, 200 | 3, 763 8, 698 1,027 
Inventory variation___- a 363, 960 15,692 | (1, 461, 706) | (70, 006) 
UOT Si is Sis ee a 65, 883 3, 351 | 53, 385 | 3, 717 
Class II producer milk_-...--.-....-- | 14, 804, , 226 570, 826 | 12, 186, 422 _ 481, 501 
Total, producer milk__.______.______- | 49, 551, 654 | ¥ 871, 038 e 767, 050 | 1, 811, 952. 





' Includes overages, inventories reclassified as class I, and receipts of milk from other sources. 
2 Includes overages and receipts of milk from other sources. 
3 Revised. 


Mr. MacIntyre. Mr. Cherry, would you say that the general basic 
finding for this order is about the same as the one upon which the 
order of Mr. Aplin testified about was based ¢ 

Mr. Cuerry. Yes. sir. The conditions were essentially as de- 
scribed. 

Mr. MacInryre. Is it due to the chaotic pricing conditions and 
instability of the market ? 

Mr. Cuerry. Yes, there were certain unfavorable conditions that 
needed regulation. 

Mr. MacInryre. And again, its protection is limited to the pro- 
tection of prices paid producers and has no relation to prices charged 
by dealers. 

Mr. Cuerry. That is correct, with a slight exception. There is 
some regulation of prices charged by cooperative associations, but 
only as between the cooperative associations and handlers—no regu- 
lation of consumer prices, 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 431 


On point No. 2, I have for submission a copy of order No. 90, 
regulating the handling of milk in southeastern New England and 
of amendment No. 1, which was the means of adding on July 1, 
1959, Martha’s Vineyard, otherwise known as Duke’s County, Mass. 
I would like to submit a copy of order No. 90, with the amendment, for 
this record. I have also prepared a digest of the principal provisions 
of order No. 90. I believe that unless it is the wish of the committee 
that I read it, it might be submitted for the record. I do have a few ad- 
ditional copies for ‘the use of the individual members of the commit- 
tee and I can submit one directly for the record and others for interim 
use. Unless there is a particular question in that connection, I will 
assume that that material will cover the content of the Federal 
milk market order. 

The third item that was to be covered is the fluid milk and cream 
reports. Inasmuch as Mr. Aplin has submitted those for the record, 
it would be a duplication for me to add additional copies. 

I also have for submission monthly statistical reports for the area 
commencing January 1959 and through the month of December 1959. 
Information of this kind for the month of January 1960 will be pre- 
pared and released sometime next week. 

I would like to submit for the record these 12 monthly statistical 
reports. They show receipts of — from various sources and the 
utilization of milk in class 1 by areas and in class 2, as well as a 
statistical information of the te of handlers of different types, 
and the daily average receipts and uses of milk. They show also, 
beginning with the month of June 1959, a breakdown of sales of 
milk and cream according to various items of disposition. 

I would like to submit a copy for the record. 

Finally, I have a map which shows the outline of the southeastern 
New England marketing area. It also has shaded in on it the loca- 
tion of the farms which are the source of supply for this area, insofar 
as producer milk is concerned. Some of the milk for the southeast- 
ern New England area originates at Boston pool plants, and as such 
appears appropriately on the map that Mr. Aplin has already 
submitted. 

Mr. Sreep. I would like to ask a question of either of you, if you 
can answer it. 

How often can you change the price of a milk order? Is there any 
restriction on how often that can be done? 

Mr. Artin. The class 1 price is calculated each month by a formula. 
The formula is changed occasionally. There has been a hearing re- 
cently to consider making changes in the formula. In the past ex- 
perience, the formula has been changed since it was first put in effect 
in its basic form in 1948—I think it has been amended about three or 
four times. But it does result in a different price from month to 
month, because economic factors which are employed in the formula, 
in determining a price, change from month to month. There are 
also seasonal changes. 

Mr. Sreep. I notice in your material here that your prices for milk 
are based on a 3.7-percent butterfat. Is there any particular reason 
that particular figure was selected ? 

Mr. Aprin. No; it has been customary in this market for many 
years to have the base price for milk of that test. It would not make 
much difference if the base test was something else. 
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Mr. Sreep. Is there any minimum requirement in the State law for 
butterfat content ? 

Mr. Aru. Well, in Massachusetts the minimum requirement for 
milk sold to the public is that it contain not less than 3.35 butterfat, 
and 12 percent total solids. 

Mr. Streep. In other words, the 3.7 percent was adopted because it 
is traditional in this market ? 

Mr. Artin. Yes; it is traditional, and it does represent the approxi- 
mate butterfat content of a large share of the milk which is actually 
sold to the public here. 

Mr. Cuerry. I might add that the average test P the southeastern 
New England area currently is almost precisely 3.7 percent. That is 
the test as it comes from dairy farmers. 

Mr. Sreep. I do not know whether either of you are in a position 
to answer this or not, but if you are we would like to have it. Do 
you have an opportunity to know enough about the dairy producers 
in this territory to give us any opinion as to what their general eco- 
nomic situation is at this time? 

Mr. Artin. Well, we do not make any studies of the costs of pro- 
ducing milk or incomes of farmers. These prices are intended to 
result in assur ing the consumers in these markets of a sufficient supply 
of milk, and the price does change, partly in response to changes in 
the relationship of the milk supply to the milk sales. But we do not 
make any studies to determine the relative prosperity of the dairy 
farmers, and I ete’ not have any concrete opinion on that. 

Mr. Sreep. Well, it would follow, though, that if a substantial 
number of them were in financial distress, the ability to insure the 
consumer an adequate supply would be somewhat affected ? 

Mr. Aprin. That is right. 

Mr. Sreep. We have complaints that although sometimes the con- 
sumer thinks that a producer has the advantage, we have it from 
producers that their advantages are not nearly as good as some people 
think they are—that the average dairy producer is having some diffi- 
culty getting along these days, too. For whatever it is worth to the 
consumers, we wanted to have the record show that the assumption 
that sometimes is reached in these hearings, that the producer has no 
financial problem, just always is not so. 

He is also the victim of the overall market conditions. 

Mr. Artin. Yes. 

Mr. Srerp. And an unstable distribution system does have an 
impact on the producer. 

Mr. Aptiyn. The practices carried on in dairy farming have been 
evolving very rapidly, calling for much heavier capitalization_of 
dairy farms, much greater use of machinery and equipment. The 
farms tend to be much larger than average and require much more 
skill in operation. So that the dairy farmers are going through a 
period of having to adjust to changing economic conditions. 

Mr. STEED. The cost of refrigerating and automation is fairly 
substantial, is it not ? 

Mr. Arrin. Yes. One of the developments taking place now is the 
installation of cold-wall tanks on farms to replace the use of cans. 
That means additional investment by the producer. And there are 
other developments to which he is going to have to make adjustments. 
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Mr. MacIntyre. Mr. Chairman, I request that the maps presented 
by Mr. Cherry be made a part of the record of his testimony, but that 
the other data, such as the fluid milk and cream reports, be made a part 
of the record and keep them in the committee’s files. 

Mr. Sreep. So ordered. 

(The matter referred to will be found in the files of the committee.) 

Mr. Streep. Gentlemen, on behalf of the committee I want to ex- 
press our appreciation for your coming today and appearing before 
the committee and bringing all this material and helping us out. It 
is the type of thing that gives the backbone and substance to the 
material that we seek, and we consider it among the most reliable and 

valuable information we collect in these hearings. We are grateful 
to you for going to this trouble and appearing tod: Ly. 

The Chair wants to announce that this concludes the list of State 
and Federal witnesses, and that all the witnesses henceforth being in- 
dustry people, it has been customary for the people who so appear to 
be sworn. It is obvious, I think the reason why we do not make 
that same requirement of State and Federal officials. And so from 
this time on, we will ask each witness to be sworn before he testifies. 

Our next witness will be Mr. W. P. Davis. 

Mr. Davis, do you solemnly swear the testimony you are about to 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Davis. I do. 

Mr. Sreep. Mr. Davis, will you please identify yourself for the 
record and then you may proceed in your own way. 


TESTIMONY OF W. P. DAVIS, MANAGER, NEW ENGLAND MILK 
PRODUCERS ASSOCIATION 


Mr. Davis. My name is Wendell P. Davis. My residence is Dur- 
ham, N.H. Because of the travel and other activ ities with the associa- 
tion, I maintain a basic point in Boston at the Hotel Madison. 

The New England Milk Producers Association, I think, is one of the 
oldest bargaining cooperatives in this New England milkshed. It was 
organized in 1914. There have been very few basic changes in its 
bylaws , and some changes in the marketing agreement which is repre- 
sentative of the producers who are members of this association. Our 
membership is located in Massachusetts, Rhode Island, Connecticut, 
Maine, New Hampshire, Vermont, and a section of eastern New York, 
which supplies markets, principally Greater Boston and more re- 
cently markets under the southeast order. 

Our total membership is approximately 6,000. 

Deliveries of milk are made primarily, and almost exclusively, to 
handlers or what would be called proprietary purchasers of milk. We 
do have an associate arrangement with three cooperatives, one at Con- 
cord, N.H., at Nashua, N.H., and in Brockton, Mass. 

We are the marketing agent for the cooperative known as the Con- 
necticut Valley at Lancaster, N.H. 

Over the years, from the time up to the time of what has been 
characterized as the depression years, beginning in late 1929 and 1930, 
1931, 1932, we have been primarily a bargaining organization. 

When the prices crashed in 1930 and 1931, milk prices in upper New 
England went down below $1 a hundredweight delivered at country 
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receiving plants, and it created such crisis here in this general New 
England area that the Governors of New England, for a period of 
about a year, a year and a half, undertook some activities of stabiliza- 
tion under what was known as the Governors’ advisory board. Then 
a whole series of events began to take form and shape. An agricul- 
tural marketing agreement was passed by the Congress, I believe, in 
1932. Various State legislatures enacted State milk control legisla- 
tion, known as milk control boards or milk control commissions. 

The States enacted emergency laws in Rhode Island, Connecticut, 
Massachusetts, Maine, New Hampshire, and Vermont. Those laws pri- 
marily were on an emergency basis, but experience seemed to indicate, 
and producers and their cooperatives recommended to the several State 
legislatures, that these laws become permanent, and they have been 
maintained on a permanent basis since the early 1930’s. I think those 
dates could be established if they were important. 

In Rhode Island, in Maine, New Hampshire, Vermont, this legisla- 
tion provided for establishing prices to cs paid preducers and resale 
prices to be charged to consumers. Our organization has supported 
that legislation on that basis in Maine, New Hampshire, Vermont, 
and Rhode Island. 

There has been some consideration given by the directors, and many 
other farm organizations, as to whether resale prices should be main- 
tained in the Commonwealth of Massachusetts. 

We have felt, as a cooperative, that we were prepared to cooperate 
with the agricultural leadership of Massachusetts on this problem, but 
there has been a difference of judgment on the part of agriculture 
leadership in Massachusetts, I am sure. There was an emergency 
provision provided in this legislation, I think some 4 or 5, maybe 6 
years ago, that in the event of a price war or chaotic conditions in 
the market, a percentage of the producers could petition the milk 
control commission to reestablish resale prices in order that distribu- 
tors might be able to pay the producers the price established. 

Our second phase of regulation has developed because of the inter- 
state character of the markets in southern New England. The State 
boards are unable to establish prices that go beyond the borders of 
their State. 

I think we were among other cooperatives here in New England 
who petitioned for the second Federal license under the Marketing 
Agreement Act that was established by the Congress. 

In litigation, the so-called first licenses were declared unconstitu- 
tional by a Federal district court here in Massachusetts, and the act 
was amended. And then we reapplied for a Federal order. It is 
my recollection that second Federal order became effective in August 
of 1937. 

The constitutional questions relating to that Federal order, pri- 
marily the principle of equalization of sales and the operation of a 
pool market, had a favorable Federal district court decision here in 
Massachusetts, and an unfavorable one in the New York City market, 
and in combination the two cases went up, skipping the circuit court 
of appeals directly to the Supreme Court of the United States. The 
Supreme Court declared the act and the activities and regulations 
developed by the Secretary of Agriculture as being constitutional. 

With State milk control boards, and with Federal orders, the activ- 
ities of this association have changed somewhat from the characteri- 
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zation of bargaining to become representative of producers before 
milk control boards and before Federal order hearings 1n which 
amendments were being proposed and sought. , 

I have frequently characterized that position here as being associa- 
tion with semipublic utility. There are many parallels between these 
milk-regulation activities and public utility operations. And it 1s 
our function now to examine the price, terms, and conditions of pro- 
ducer prices, both class 1 and 2, in relation to not only the Federal 
orders but to the State control markets. 

I think it is reasonable to say that 100 percent of the milk produced 
and marketed in the New England States is under regulation. 

Now, this association is not identified in any respect in the field of 
retail or wholesale distribution. We are equipped and do provide 
milk supplies to buyers, cream supplies, ice cream mix, and we have 
a series of manufacturing plants in southern New England, one lo- 
cated at Andover, a second at. Worcester, a third at West Springfield, 
and a fourth at Providence, R.I. ] 

Now, I was requested to furnish some specific information with 
respect to the deliveries of membership of the association to buyers in 
Greater Boston. 

About 48 percent of the buying of milk produced by our member- 
ship is delivered to Boston handlers, and 52 percent to distributors in 
other New England markets. 

Breaking this down for Greater Boston, the Hood Co., 35 percent; 
White Bros., 7 percent; Whiting Milk Co., 314 percent; Brox Bros., 
located in the Merrimac Valley, now a part of Greater Boston, 214 
percent; and the Buttrick Co. at Arlington, 2 percent. 

Of 51 handlers located in other markets than Boston, we supply 15 
handlers with approximately 50 percent of the production of our 
membership. 

I think, Mr. Chairman, that briefly and very concisely describes the 
activities and operations of the New England Milk Producers Asso- 
ciation. We do, of course, cooperate with other cooperatives supply- 
ing not only the Greater Boston market, but others. 

I would like to make this further comment in connection with the 
class 1 pricing f-rmula which was described by Mr. Aplin. 

We have utilized a public interest committee, which have examined, 
studied, and reviewed the elements of this class 1 pricing formula. 
That committee is made up of representatives from the University of 
Vermont, University of Maine, University of Massachusetts, and 
industry members from proprietary and cooperative distribution. 

They have examined the operation of this formula from time to time 
and recommended changes that seemed important to keep the price 
range of these New England markets in reasonable relationship with 
markets along the Atlantic seaboard, and primarily in New York. 

Mr. Sreep. Mr. Davis, in your experience in this field, do you feel 
that you could give the committee an opinion as to what you think the 
economic condition of your producers is, generally speaking ? 

_ Mr. Davis. We would think it was in a reasonably adequate posi- 
tion. That is, there is an adequate milk supply being produced under 
the State and Federal orders for consumption in Greater Boston, and 
the other secondary markets of New England. 

_ Mr. Sreep. Do you think the economic condition of your members 
is on a sound basis, or do you think they are feeling a financial pinch ? 
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Mr. Davis. Well, of course the inflation aspects of industry are hav- 
ing their effect upon milk production. Perhaps the basic test, how- 
ever, is that even with these pressures and inflationary pressures, 
efficiencies, increased size of diaries, and I mean by that number of 
cows in the herd, an adequate milk supply for the consumers of south- 
ern New England is being provided—if that constitutes a test. 

Mr. Sreep. Of course, you are aware of the fact that the industry, 
from the standpoint of the handlers, is not in what you would con- 
sider a most stable condition at the present time, nor has it been for 
some time. Do you feel that prolongation of such a situation eventu- 
ally will have an effect on what the producer expects to get out of his 
operations ¢ 

Mr. Davis. We would think so, yes, sir. 

Mr. Sreep. Do you feel that the more or the broader base of the 
handlers that you deal with enhances the position of the producer, or 
do you think that a fewer number would improve the situation? How 
does your association feel about that ? 

Mr. Davis. Well, we think we could support legislation that pre- 
vented selling below cost in the interest of milk producers supplying 
these markets. 

Mr. Streep. The purpose of this is again to help the consumer realize 
that a sufficiency of supply and quality and all the other things that 
he would desire is difficult to provide when uneconomic and unstable 
conditions affect any segment of the industry as materially as it Is 
now being affected. 

The long range interests of the consumer are served when the in- 
dustry is stable and operating on a sound basis. 

Mr. Davis. We believe that this industry has to take on a healthy 
aspect—being conscious, of course, all the time that efficiencies have 
been and will continue to be developed in the field of distribution. It 
seems like consumers are entitled to be assured that those efficiencies 
will refiect themselves as they develop. Price wars or selling below 
cost is a sort of a vicious type of competition. We do not believe it 
can permanently continue. 

Mr. Streep. Then it eventually does work against the consumer 
interest. 

Mr. Davis. Yes. And I will go farther and say that eventually 
it will work against the interests of the milk producers. 

Mr. Streep. Mr. MacIntyre. 

Mr. MacIntyre. I have a few questions, Mr. Chairman. You rep- 
resent, I believe you said, 6,000 producers. 

Mr. Davis. Yes, sir. 

Mr. MacIntyre. Are you the marketing agent for them? 

Mr. Davis. Yes, sir. 

Mr. MacIntyre. Although you do not, as you have testified, have 
to bargain for them now in order to get prices, because they have their 
price guaranteed under the Federal milk marketing order. 

Mr. Davis. And State regulation. 

Mr. MacIntyre. But as a marketing agent, you are their collection 
agent also, are you not, for the goods they sell ? 

Mr. Davis. Yes, sir. 

Mr. MacIntyre. From all of your customers? 
Mr. Davis. Yes. 
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Mr. MacIntyre. Do you have customers in the Springfield, Mass. 
area ? 

Mr. Davis. Yes, sir. : 

Mr. MacIinryre. Is one of those customers the Norwood Ice Co. 

Mr. Davis. Yes. 

Mr. MacIntyre. Does it owe your office for any of the milk it has 
purchased ¢ 

Mr. Davis. Yes. 

Mr. MacIntyre. Are any of those accounts of long standing? 

Mr. Davis. There have been occasions when they have. For a year 
or more they are in current position. I think I should also say to you 
that approximately 90 percent of Norwood Ice’s milk is now being 
purchased direct from producers making deliveries from farm to 
Norwood Ice. And Norwood Ice has complied with the bonding pro- 
visions of the Commonwealth of Massachusetts, the Department of 
Agriculture, and he is meeting his payrolls on time. 

Mr. Maclnryre. Isn’t it a fact that that particular customer owes 
you, as marketing agent, a large sum of money on behalf of your pro- 
ducers on sales made in the past ? 

Mr. Davis. Well, if you are speaking of 3 and 4 years ago, the 
answer is, “Yes, sir.” 

Mr. MacIntyre. A rather substantial sum, isn’t it ? 

Mr. Davis. Well, that has all been reduced and liquidated. 

Mr. MacIntyre. I am thinking about certificates that are on file 
with the Secretary of the Commonwealth. 

Mr. Davis. There was a period of time when Norwood Ice seemed 
to have wanted to experiment with producing their own milk supply. 
They established a dairy of their own. I am not too sure about the 
number of milk animals in that herd. It has been reported over 300. 
I think the losses during that period that were suffered by Norwood 
Ice were rather substantial. And during that period we had quite a 
long line of credit out. That has been completely reduced now. 

Mr. MacInyre. Well, as the marketing agent for your 6,000 pro- 
ducers, you cannot afford, acting in their interest, to ¢ arry handlers 
who did not find themselves in a position to pay their bills, could you? 

Mr. Davis. That is right. 

Mr. MacIntyre. But they were selling milk at such low prices that 
they ran deficits, and you could not afford to continue to carry them, 
could you? 

Mr. Davis. At that time, we with two other creditors created a 
creditors committee, with our own accounting staff, and began exam- 
ining the business, and I think we can say as of now that it is essen- 
tially straightened out. Once in a while, you know, you hit a knot in 
the log, and the old saw sings. You cannot back up. You have to go 
through. 

Mr. MacIntyre. Would it be your considered judgment that a part 
of this difficulty that you experienced over in Springfield would stem 
from some low prices in the resale of milk? 

Mr. Davis. Oh, there isn’t any question but what that is true. 

Mr. MacIntyre. So actually, as you see it now, then, milk was being 
sold at prices below cost. 

Mr. Davis. Well, of course, we have more specific evidence. When 
we did put our creditors committee to work, not very long thereafter 
those spreads were improved. 
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Mr. MacIntyre. But until you did that—— 

Mr. Davis. Well, let’s put it this way. If you lose a heck of a lot 

of money trying to make some milk that you haven’t any experience 

in the production field, you can dump quite a bit of money down the 

draing before you realize it is gone. And then somebody has to bail 
ou out. 

Mr. MacIntyre. And this happened in this experimentation over 
there, including the sale of milk in gallon jug operations, in that area. 

Mr. Davis. Well, I suspect, from what I hear, that the 2-quart glass 
container in Springfield is becoming more popular than the gallon. 
Some people in Springfield may be able to testify to that effect. I 
only hear this. 

Mr. MacIntyre. You spoke about a creditors committee. I would 
like to ask you this question. Again I say, Mr. Chairman, if for any 
reason the witness feels he must decline for confidential reasons, I 
would be willing to accept that, if you do. 

In connection with this creditors committee, was there some angel 
that came along and made a guarantee to you, as the marketing agent 
for producers, that this account would be made up ? 

Mr. Davis. No angel. We would have been delighted to have met 
one, but we did not. 

Mr. MacInryre. It was largely a matter of lifting yourself by your 
bootstraps ? 

Mr. Davis. Largely a matter of going in and determining what was 
wrong and find the means of correcting it. 

Mr. MacIntyre. And you found the means of correcting it to have 
the sales made direct from the producers, rather than through you as 
a marketing agent ? 

Mr. Davis. No. That was a more convenient way of making the 
deliveries. All these dairies were bulk tank deliveries. There was 
no point in putting it through our West Springfield plant, and then 
transferring it to Norwood Ice. So we move it direct. 

Mr. MacIntyre. But you are no longer the agent, are you? ° 

Mr. Davis. Oh, yes. We still guarantee those producers accounts. 
But please keep also in mind that there is also a bond. It does not 
cover the entire pay periods involved, but it is a little anchor, you know, 
against disaster. 

Mr. MacIntyre. So the bond is what you rely upon. 

Mr. Davis. No;notentirely. It is part of a credit arrangement. 

Mr. MacIntyre. And that is through the banks? 

Mr. Davis. No; we are still auditing the account. 

Mr. MacIntyre. But the collections have not all been made. 

Mr. Davis. The account is now in a very satisfactory and what we 
consider a current position available to any buyer. 

Mr. MacIntyre. But the question I asked goes to the past accounts. 
They have not all been cleaned up, I believe you said. 

Mr. Davis. Oh, yes. They are current now. I mean all this back 
history has been washed up and paid for. 

Mr. Sreep. Would you say this experience has reinforced what I 
am sure is your view—the stability of the persons to whom you sell 
your commodities is of some concern to you? 

Mr. Davis. A very essential and important part of our activities. 
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Mr. Streep. And when you see a price war beginning to undermine 
the fimancial soundness of your customers, it gives you a growing con- 
cern for your own welfare! 

Mr. Davis. That is a cause of real concern. 

Mr. Sreep. And that is another way of saying that the producers 
who have the first investment and run the greatest risk in trying to 
make available to the consumers adequate and qualified supplies of 
dairy products, have more than a casual interest in the stability of 
this whole industry. 

Mr. Davis. That is correct, sir. 

Mr. Sreep. Well, thank you very much, Mr. Davis. We appreciate 
your testimony and your being here today to cooperate with us. 

Mr. Srerp. The next witnesses will appear en bloc, representing 
independent dairy processors and distributors—Mr. Mills, Mr. Cash- 
man, Mr. Griffin, Mr. Chapin, Mr. Cummings, Mr. Spear, and Mr. 
Teehan. Will these gentlemen please come forward. 

Mr. Mills, will you raise your right hand. Do you solemnly swear 
the testimony you are about to give to be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Mirus. I do. 

Mr. Steep. Would you identify yourself for the record, and you 
may proceed in your own way. 

Mr. Macintyre. Mr. Chairman, as I see it, Mr. Mills has a pre- 
pared statement and I would suggest that such portions of that state- 
ment as he would care to present orally, that he do that, and that the 

entire statement, if it should prove to be too long to present to the 
committee orally, be included in the record this afternoon as if he 
had presented it orally. 
Mr. Streep. All right. 


TESTIMONY OF FRANCIS F. MILLS, PRESIDENT, WHITING MILK 
CO., CHARLESTOWN, MASS.; ACCOMPANIED BY CHARLES E. 
HERLIHY, VICE PRESIDENT, WHITING MILK CO. 


Mr. Mius. My name is Francis F. Mills. 
Whiting Milk Co. 

Mr. Herurny. My name is Charles E. Herlihy. I am a vice presi- 
dent of the Whiting Milk Co. I reside at 37 Locksley Road in 
Lynnfield. 

Mr. Mitxs. My name is Francis F. Mills. I live at 58 Summer 
Street, Danvers. I have been president of the Whiting Milk Co. since 
December 4, 1958. 

I started to work for the company in March of 1946, as assistant 
to the treasurer. 

A good part of my milk industry experience is related to the areas 
of financial and cost matters, including comprehensive budget work 
which requires a thorough knowledge of all areas of the business. It 
embraces forecasting of | sales, raw supply, and expenses, taking rec- 
ognition of seasonality, competition, production facilities, and. gen- 
eral operations of the business. 

When I came with the milk industry, World War IT had been con- 
cluded 8 months. During World War ITI the Office of Price Admin- 
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istration had established ceiling prices on milk as it had on many 
other products as a means of preventing inflation. 

The farm price for milk during the war just before I came with the 
company had been established for the local Boston area by the Federal 
Milk Market Administrator. The maximum selling prices had been 
established during the war by the Office of Price Administration, be- 
ginning sometime in 1942 and ending on July 1, 1946, by Presidential 
pr oclamation. 

Income to the farmers during World War II took two forms. One 
was the price paid by the milk dealer and the other was the direct 
subsidy payment. 

Our company desires a restoration in this industry to the free and 
competitive enterprise system which is part of our American 
heritage—particularly involving the observation of the rules of the 
game by which the small- and medium-sized independent company 

‘annot only survive but has a fair opportunity to grow and prosper. 

Pn he free enterprise system, providing opportunity to all for sur- 

val and growth, has not existed here in recent years in this industry. 

"The milk industry is the most regulated of all industries in the 
United States. Locally, among these regulations, the Massachusetts 
Legislature gave to the State milk control board the power to establish 
prices to farmers and prices to consumers in the middle 1930’s. Rea- 
sonably frequent industry studies have been undertaken over a period 
of many years by the legislature of the Commonwealth and most other 
States and by the Federal Government. 

The Milk Control Board of Massachusetts in its report dated No- 
vember 30, 1936, indicated in House Report No. 238 as follows: 


Status of the dairy industry in Massachusetts.—The dairy industry in Massa- 
chusetts is the third largest industry in the State. During the past 2 years there 
has been an increase in the numbers of dairy cows on farms in the Common- 
wealth, and in 1935 the value of dairy farm property in the Commonwealth was 
estimated in excess of $200 million. 

The business of supplying consumers with milk and its products in the Cc om- 
monwealth requires the services of more than 52,000 people. 


On a national basis as recently as 1957, 21 years later, the total 
sash farm income from milk to the dairy farmers of the United States 
was $4,642,673,000 and in New England alone the 1957 cash farm in- 


come from milk amounted to $ 59.41.956,000 broken down by States as 
follows: 


Vermont_ = ee: : : Fa sek ucenanaaien atguldt.cc—ncgoe Ss ARE OOD 
REST a Rea ; sal ciao aiid lal bea cca a a 


Rhode Island____ eas ree edhe 8, 387, 000 
Ia oe tt Ce ee aks ee a te ke a See 46, 033, 000 
pei eee te I. 4. = tebe 


aie ete eee 4 35, 021, 000 
New Hampshire_ ieaes ys ce oh a i ei ade a dealt eae 20, 278, 0OO 
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Milk as an agricultural crop, if it can be called that, is the largest 
crop in our entire agricultural economy in the United States. In 
1956 the total value of the milk crop and animals sold from milk herds 
totaled $5,718,865,000. This figure and the cash farm income from 
other major farm products in 1956 is well tabulated in chapter 2 of 
the report of your special subcommittee, dated January 3, 1959. 

On a national, regional, and State level, the importance of this in- 
dustry certainly may not be overlooked, and, apart from the impor- 
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tance to the farm economy, we must also take into consideration the 
essentiality of milk as the key item of food in the American diet. For 
15 percent of the Nation’s food budget,-dairy products provide 25 per- 
cent of the Nation’s nutritional needs. 

Milk has been called nature’s most nearly perfect food. It is not a 
complete food, but it comes nearer than any other single food to sup- 
plying all of the life-sustaining requirements the body needs. 

Milk and honey are the only substances found in nature that have 
been prepared expressly as foods and for no other purpose; and of the 
two, milk is considered the most satisfactory single food preparation 
elaborated by nature. It is easily digested and easily assimilated by 
normal individuals, 

The Bible contains many references to milk. One of the best re- 
membered is from Exodus: 8, “milk and honey.” Hippocrates, the 
father of medicine, recommended milk as a medicine five centuries 
before Christ. When Christopher Columbus came to America, there 
were no cows, but on his second voyage he brought cattle and other 
farm animals to the islands of the West Indies. The first cows to ar- 
rive in Massachusetts came to Plymouth Colony in the year 1624. 
Four years earlier the original landing Pilgrims made the mistake of 
not. bringing cows, and lack of milk was said to have had a bearing 
on the high death rate, particularly of children. 

The average composition of milk is: 3.75 percent fat, 4.76 percent 
carbohydrate (lactose), 3.4 percent protein, 0.76 percent minerals, 
vitamins, and water. 

Milk fat is composed of mixed glycerides, containing at least 11 
known fatty acids. Fats play their ] principal role in human nutrition 
by helping to satisfy the energy requirements of the body. More than 
that, however, they are often the vehicle of other food substances, 
such as fat-soluble vitamins. For optimum nutrition, it is the con- 
sensus of expert opinion that at least 20 to 25 percent of a person’s 
total caloric needs should be derived from fats. 

Lactose is a natural milk sugar, and is about one-sixth as sweet as 
a rose. It is composed of two simple sugars, glucose and galactose. 

‘arbohydrates are energy foods and are the chief source of fuel which 
ee body burns to meet. energy requirements. In the average normal 
American diet about half of the requisite calories should be supplied 
by carbohydrates. 

Protein is the protoplasmic stuff of which living animal tissue is 
made. There are eight different proteins found in milk. Four of 
these proteins are put-together in the udder of the cow, and the others 
are filtered out of the cow’s blood. About 80 percent of the protein 
in feeds a cow consumes, above her body needs, is converted into milk 
proteins. All of the milk proteins are complete proteins containing 
all of the 10 amino acids which are essential to life. In fact, milk 
and liver are the two.richest sources of complete proteins of all human 
foods. In the most recent nationwide nutrition survey made in 1955, 
it was found that approximately 10 percent of the American families 
had less than the recommended amount of protein in their diet. 

Milk salts or inorganic salts (minerals), in milk are mostly calcium, 
potassium, and phosphorous. There are also small amounts of chlo- 
rine, sodium, magnesium, sulphur, and iron found in milk and minute 
amounts of zine, iodine, copper, silicon, fluorine, manganese, and traces 
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of other minerals. About 4 percent of the total weight of the body is 
made.up of inorganic or mineral elements, chiefly calcium and phos- 
phorous. 

Calcium is essential to growth, development, and maintenance of 
bones and teeth. It is necessary to the clotting of the blood and it 
helps to regulate the heart beat and to maintain the acid-base balance 
in the body. It is essential through life. The richest and best food 
source of calcium is milk. The 1955 national nutrition survey indi- 
cated that 3 out of 10 families had food supplies that furnished less 
than the amount of calcium recommended by the National Research 
Council. Phosphorous is essential for the bone structure and assists 
in body ssbhabealiaen, Milk is considered a rich source of phosphorous. 
Of the 14 so-called mineral elements deemed essential in human 
nutrition, namely, calcium, phosphorous, iron, iodine, sodium, zinc, 
copper, potassium, surphur, manganese, magnesium, cobalt, fluorine, 
and chlorine all are found in milk. 

Milk is considered a good source of vitamins. From a practical 
standpoint of human nutrition only a few vitamins have to be seri- 
ously considered; namely, A, C, and D and members of the B com- 
plex—thiamine, niacin, and riboflavin. Vitamins A and D are fat 
soluble and most of the others are water soluble. Milk is rich in 
riboflavin (vitamin B, or G) ; in fact, milk is the most common source 
of riboflavin in the human diet. It is good in vitamin A, a fair source 
of thiamin (B,), and niacin, less dependable in vitamins C and D. 

The average quart of cow’s milk contains the following nutrients: 
675 calories, 49 grams protein, 1.15 grams calcium, 0.91 grams vitamin 
B, (thiamin), 0.0019 grams riboflavin (vitamin B, or G), 0.001 grams 
niacin, 0.009-.023 grams vitamin C (ascorbic acid), 1500.0 interna- 
tional units of vitamin A and 7.0-26.0 international units of vita- 
min D. 

It is apparent that our most widely used food, milk, is also our most 
nutritous food. Four glasses of milk supplies approximately these 
percentages of the daily nutritive requirements of an average man: 
calcium 100 percent; riboflavin 82 percent, phosphorous 67 percent, 
protein 49 percent, vitamin A 30 percent, thiamin 22 percent, calories 
22 percent, vitamin C (ascorbic acid) 19 percent, niacin 6 percent and 
iron 3 percent. 

Because milk is so essential to our diet it remains the best food buy 
today and the best food investment at any price. Government nutri- 
tionists say that in terms of money value, from one-fifth to one-third 
of the allowance for food should be spent for milk. Dr. Henry C. 
Sherman, Columbia University nutrition authority, recommends that 
regardless of the amount expended for food, as much should be spent 
for milk and dairy products as for meat, poultry and fish. The cost 

of milk is low in proportion to its food value because for one-fourth 
the cost, milk supplies close to one-half the family’s food needs. 
Milk is a valuable and universal food product. 


Milk is the one article of diet for which there is no adequate substitute. 
As an all-around food, milk is unexcelled. 


No food approaches milk in general nutritive qualities. 


Milk is not a luxury, it is a necessity (from “Legal Aspects of Milk Sanita- 
tion” by James A. Tobey, D.Ph., LL.D.). 
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U.S. Public Health Service: ? 


Of all the factors of man’s environment, none is more important to his welfare 
than food. Of all foods, none is more important than milk. 


U.S. Department of Agriculture: * 


Milk does more for the body than any other food. It provides high quality 
protein, calcium and vitamins A and G cheaply. 


Dr. Charles H. Mayo (late distinguished surgeon, Mayo Clinic) :* 

Every person, young or old, should drink milk. Milk contains a large variety 
of nutritional constituents and, considering its cost per pound, more food for the 
money than any other food material available. 

Dr. H. C. Sherman, emeritus professor of chemistry, Columbia Uni- 
versity :* 


Increasing the proportion of milk in the diet should add to the length of life. 


Dr. E. V. McCollum, emeritus professor of biochemistry, Johns 
Hopkins University : + 


The people who have achieved, who have become large, strong, vigorous people, 
who have reduced their infant mortality, who have the best trades in the world, 
who have an appreciation of art, literature, and music, who are progressive in 
science and in every activity of the human intellect, are the people who have 
used liberal amounts of milk and its products. 

Embraced within the whole scope of Federal and State laws and 
regulations involving the milk industry, the broad consideration in- 
volved in the protection of the consumer. This, of course, involves 
the maintenance of high standards for quality, the maintenance of 
a constant supply, and good service. 

The need for stability in the dairy industry has long been recognized 
as key to the protection of consumers and this is one of the main 
reasons for the multiplicity of State and Federal regulations in this 
direction. 

There are those who would militantly strive against continuance of 
the high health standards required in many areas ‘of the United States. 
A good ex: umple, based upon information ‘available to us, is that there 
is much criticism currently being directed against the high health 
standards required for milk delivered to the District of Columbia, and 
when this subject was explored, inquiry develops some interesting 
facts. 

In the 1920’s before Washington, D.C., had any real health stand- 
ards for milk, a child of a Congressman died of typhoid fever. The 
origin of the disease was traced to a farm supplying milk to Wash- 
ington. This farm was not under proper health inspections to help 
insure high quality milk safe for human consumption. 

When Congress was made aware of these tragic circumstances, it 
enacted as part of Federal statutory laws one of the most rigid statutes 
providing for high quality milk from farms carefully inspected and 
requiring inspection and other procedures to vigorously maintain 
high standards for safe clean wholesome milk. 

For a period of more than 30 years irresponsible chiselers and others 
who would willfully destroy the public health under the guise of 


1 Source: USDA “Milk Facts,” 1958 ed. 
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giving the people of the District of Columbia low cost milk have 
sought to weaken and destroy the health standards established by 
Congress for Washington in order that they might impose upon the 
consumers their own standards which would result in unsafe and 
low quality milk. 

There are in many parts of the country the same type of chiselers 
who have been trying and in some cases succeeding in subjecting the 
consumer—the public—to “bacterial soup.” 

Certain statistics are available for recent years from which can be 


derived facts supporting the importance of the dairy industry to the 
economy of the United States : 


In 1958 consumption of fluid milk per capita was 308 pounds. 
The production of milk in the same year averaged 719 pounds per person. 

In 1954 there were approximately 13,000 establishments distributing fluid 
milk. Some of these establishments also manufactured dairy products. 

Around 10,000 plants throughout the country manufactured some type of 
dairy products and roughly half of these distributed fluid milk. It, therefore, 
appears that there were around 18,000 plants or establishments in 1954 which 
either manufactured dairy products or processed and distributed fluid milk 
and cream. 

During the so-called Korean emergency the Office of Price Stabili- 
zation in Washington, D.C., issued on September 19, 1951, a general 
ere price regulati ion containing a supplementary regulation which 

as entitled “Area Milk Price Adjustments.” Contained within the 
daeeinnes of considerations with this regulation is the following quote : 

The dairy industry is among the first six industries in importance to the 
Nation’s economy. A substantial segment of the industry is represented by more 
than 4,500,000 farmers located throughout the United States owning milk cows 


* * * equally important in the industry are thousands of processors and 
distributors. 


High quality milk, properly safeguarded creates a demand for the product. 
Greater consumption increases the general level of diet efficiency and better 
national health, a high vitality creates stronger resistance to disease, which 
results in a better national and local economy (by U.S. Public Health Service). 

Milk provides many serious sanitation and quality problems. The 
condition under which it must necessarily be produced, the ease With 
which it may be contaminated and the rapidity with which it may 
deteriorate clearly indicates the necessity for exercising the utmost 
care in the handling of milk from the cow’s udder to the consumer’s 
refrigerator. 

The control of the quality of milk is one of the most difficult respon- 
sibilities confronting both the official regulatory agencies and the 
industry. It would “be still more difficult if it were not for the fact 
that producers, dealers, and health officials have a common goal, 
namely, the marketing of a clean, safe milk. 

Milk is the most rigidly controlled of all human foods. The rea- 
son for this fact is that milk may be a potential hazard to human 
health unless every possible precaution and safeguard is employed in 
the production, transportation, processing, and distribution of this 
indispensable food. 

Legal reasons for milk control were epitomized by Mr. Justice Dunn 
of the Illinois Supreme Court in a famous decision rendered more 
than 20 years ago. 


There is no article of food, in more general use than milk; none whose im- 
purity or unwholesomeness may more quickly, more widely, and more seriously 
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affect the health of those who use it. The regulation of its sale is an imperative 
duty that has been universally recognized. 

The control of milk, therefore, is the legitimate function of gov- 
ernment; and in the United States, this function is primarily the 
responsibility of the individual States. In each of the United States 
some aspect of milk sanitation is undertaken at the State level. In 
about half of the States this activity is primarily the function of the 
State health department while in the remainder it is usually conducted 
by the department of agriculture. 

In many States jur isdiction over the various aspects of milk sanita- 
tion, including the eradication of bovine diseases and the sanitary con- 
trol of milk production and of methods of pasteurization and distribu- 
tion, is divided by law among two or more different State departments. 

In addition to State control, municipal corporations have the power 
to pass legislation for the control of milk supplies. 

Although a State or a municipal corporation have legislative and 
administrative jurisdiction only over the area within the State or 
municipal corporate limits and the inhabitants thereof, a State or 
municipality may impose and enforce regulations upon producers and 
processing plants beyond their border limits. 

Sanitary regulations of milk supplies extend almost. continuously 
from the farm to the consumer; and includes inspection of farms, in- 
spection of plants, inspection and supervision of delivery and sale, and 
laboratory examination of raw and pasteurized milk supplies and 
dairy products. 

Farm inspection stresses primarily the health of the milking 
animals, the cleanliness of the environment in which milk is produced 
and cared for, the provision of adequate facilities, and the practice of 
approved methods of milking and caring of the milk and dairy 
utensils. 

The potential consequences of accidental contamination of milk in 
the milk plant or of faulty pasteurization are vastly greater than the 
risks at the farm; consequently the sanitary requirements for milk 
plants tend to be set forth in much greater detail and plants are super- 
vised much more vigorously than are farms. As with farms, super- 
vision consists of personal inspections and laboratory testing. 

Standards for milk and milk products are set by the Federal Gov- 
ernment, the States, and municipalities. These legal standards are 
set up for the minimum amounts of fat and total solids in milk, cream, 
and dairy products; and they consist of bacteriological limits for raw 
and pasteurized milk supplies. They include legal s safeguards against 
fraud, deception, and adulteration. 

In order to conduct its business in a manner that may not. be in con- 
flict with the requirements of the law the industry usually hires a task 
force of experts to establish and maintain a quality program which is 
much more rigid and severe than the requirements of legislation. 

Preamble to the Pennsylvania Milk Control Act of 1937 (Public 
Law 420, P.S. 700) : 

Milk is the most necessary human food, vital for promotion of the public 
health and for development of strength and vigor in the race. It is a most 
fertile field for the growth of bacteria, and therefore its production and dis- 


tribution have been surrounded by more costly sanitary requirements than 
those of any other commodity. 
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Quoting from House Document No. 238, Commonwealth of Massa- 
chusetts, dated November 30, 1936, the milk control board said : 


Evidence has indicated that milk is readily contaminated and offers a fertile 
place for the incubation of many organisms, microscopic in character, which may 
be injurious to human health. 


Continuing realized responsibility of the legislature and its created 
bodies, we quote from Massachusetts Senate Report No. 410, Jan- 
uary 1938 


Because milk is also an excellent medium for the growth of bacteria, a safe 
pure supply can be had only by surrounding every step in the production and 
handling of milk with such sanitary regulations and safeguards as will in- 
sure against contamination which may impair quality or spread disease. 


A further quote from House Document No, 238, Commonwealth of 
Massachusetts, November 1936: 


The prime purpose of the milk industry is to furnish a continuous and ade- 
quate supply of milk of high quality at prices that are in line with other 
commodities and that will return a fair compensation to the producer and dis- 
tributor. Experience has shown that cutthroat competition in the milk in- 
dustry, so burdened with sanitary regulations, does not serve this prime purpose. 
The tendency may be for a time to cut prices to consumers, but also to reduce 
the quality of milk to a point where it may be unsafe, to produce a reaction in 
the direction of higher prices, to tighten the grip of monopoly in the form of 
fewer and stronger distributors, to drive farmers into bankruptcy, and to 
demoralize wage levels and living standards in the industry. A milk war often 
accompanied by milk strikes results in no permanent benefits * * *. In other 
words, it is the job of the State to control those few dealers who injure both 
the industry and themselves as well as the public through uneconomic policies 
and price destructive tendencies. 

While we have quoted from legislative commissions or other bodies 
in this Commonwealth of Massachusetts, we feel that the committee’s 
interest will extend beyond this and are, therefore, pleased to submit 
through your counsel copies of State laws and regulations with re- 
spect to milk for all six New England States, which we strongly 
suggest should be included in the ree ord. 

The prime role in the milk industry is, of course, that of the farmer. 
In 1957 it was estimated by the Department of Agr iculture that there 
were over 20 million dairy cows on farms in the U nited States. The 
United States Department of Agriculture under the Agricultural 
Adjustment Act of 1933, as amended i in 1935, essentially controls 1 and 
determines the prices payable to 185,000 dairy farmers for milk in 
the 77 Federal milk marketing areas in the United States. Actually 
it is estimated that 40 percent of all milk produced in the United 
States and 50 percent of all milk consumed in the United States is 
regulated by the Federal Government with respect to prices to be paid 
to the farmers. 

The Agricultural Marketing Act of 1933, as amended, states: 

It is hereby declared that the disruption of the orderly exchange of com- 
modities in interstate commerce impairs the purchasing power of farmers and 
destroys the value of agricultural assets which support the national credit 
structure and that these conditions affect transactions in agricultural commodi- 


ties with a national public interest and burden and obstruct the normal channels 
of interstate commerce. 


Certainly the recognition by Congress of the importance of this 
industry is adequately reflected in the above. 
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From the declarations of policy and conditions in all Federal 
milk marketing areas, it is clear that determination and establish- 
ment of prices by Federal Milk Market Administrators is developed 
at a level designed to obtain a satisfactory price for the milk pro- 
ducer, to insure an adequate supply of pure sale milk for the consum- 
ers and to maintain orderly market conditions. 

The Secretary of Agriculture on October 21, 1958, in establishing 
the order regulating the handling of milk in the southeastern New 
England marketing area said : 

The minimum prices specified in the proposed marketing agreement and the 
order are such prices as will reflect the aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk, and be in the public interest. 

This order is the most recent one to affect the New England area. 

In Federal Register dated December 20, 1958, findings of the Sec- 
retary are quoted with respect to the Connecticut market situation: 

As the quantities imported have increased, market stability has deteriorated. 
The State price control authority, as a practical matter, cannot regulate effec- 
tively the pricing of milk supplies which move across the State’s boundaries to 
remove the price incentives which are causing unstable marketing conditions 
for Connecticut producers * * *. It is concluded that the institution of an order 
for the State of Connecticut will tend to effectuate the declared policy of the 
Agricultural Marketing Agreement Act of 1937, as amended, by restoring and 
maintaining orderly marketing conditions for milk produced for sale in fluid form 
within the State. It will assist also in insuring an adequate supply of approved 
milk for consumers. 

The Secretary said in June 1959 with respect to amendments to the 
Boston order : 

And the minimum prices specified in the order as hereby amended are such 
prices as will reflect the aforesaid factors, insure a sufficient quantity of pure 
and wholesome milk, and be in the public interest. 

On July 1, 1937, the fourth milk order established by the Depart- 
ment of Agriculture in the United States was established covering the 
Greater Boston marketing area. This had been preceded by the es- 
tablishment of three other orders covering Dubuque, Lowa; St. Louis, 
Mo.; and Fall River, Mass. 

The necessity for establishment of the Boston order is borne out 
by the fact that in the early 1930’s dairy farmers shipping to Boston 
from roughly 200 miles from the statehouse were being paid less than 
$1 per ewt. of milk, which amounts to slightly more than 2 cents per 
quart. Under these conditions with farm costs for milk substantially 
in excess of the price they were then receiving for it, many farmers 
dumped their milk rather than sell it at a loss. The introduction of 
the Federal order here was developed to insure that by means of 
establishment of proper prices payable to farmers these conditions 
would no longer exist. To indicate the gross farm income received by 

farmers shipping milk into the Boston area in recent years, we quote 
from Statistical Bulletin No. 248 published by the Dairy Division, 
Agricultural Marketing Service, Department of Agriculture, in Wash- 
ington, D.C.: 


ek tata atta ail I EP tie ccrcinccpmcdiqricsamentcnieteits $73, 918, 000 
ee tne se eee Pee I NN cg ee nesdcinenenenin 72, 601, 000 
Tete. Se Ot eet weno eae. 77, 452, 000 
Spe a taped sae OG Bens Cre artes es ec eels 82, 339, 000 
ea deaechehioniae Shy Sete ONE ie A a Bicbitiie dekh mince 87, 980, 000 


Nai ham csins epee natn aphaiasleon Ty GS a cept Bir ees , 042, 000 
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The price received by farmers operating in an area subject to the 
regulations of a Federal milk marketing order is called the blend 
price and is in fact what the farmer receives. 

Under Federal orders milk usually falls into two or more categories 
which relate to the use or disposition of milk by a milk dealer or 
handler. Milk classified as class I means that which is sold to the 
public for consumption in fluid form and the public in this instance 
means the housewife, the restaurant owner, the store, the hotel, the 
hospital, and so forth. All other milk is classified in one or more 
groupings and in the Boston area this type of milk is classified as 
class II. There are only two classifications of milk under the Boston 
order. Class II means all milk other than that which is sold for 
fluid consumption as milk and would include milk used for the manu- 
facture of cream, butter, ice cream, cheese, milk powder, condensed 
milk products, and so forth. It is interesting to note that the blend 
price received by dairy farmers in New England has over a period of 
the last 12 years at least averaged to be close to 3 cents a quart higher 
than the average blend price received by the farmers regulated under 
all other Federal orders in the United States, and that the average 
class I price representing costs to the milk dealer has averaged for the 
same period something substantially more than 2 cents a quart higher 
than the class I price paid in all other Federal order areas in the 
United States. These differences by year are shown below in tables 
extracted from the recent publication of the U.S. Department of Agri- 
culture Statistical Bulletin No. 248. 

(The table referred to follows :) 


Table of class I and blend prices comparing Boston with average of all Federal 
marketing areas for 3.5 percent milk 




















Class I prices (per Difference Blend prices (per 
hundredweight) hundredweight) 
Year | Difference 
F.o.b. U.S. aver- Per | Per F.0.b. U.S. aver- 
Boston | age hundred- | quart Boston age 
weight | (cents) 
det ACh inky cand $5. 46 $4. 65 $0.81 | 1.7 $4. 99 $4. 34 $0. 65 
BE etkucotnpeg Se 6.19 5. 29 .90 | 1. 94 | 5.71 4.97 74 
a aE 5. 84 4. 67 a ae 2. 51 4.77 4.03 at 
i lawlitencthtemennrs 5. 53 4. 51 1.02 | 2. 17 4. 59 3. 93 . 66 
a | 5. 97 5.13 . 86 | 1.85 5.14 4. 59 - 55 
Si cirisatibe sical hateutioogs | 6. 07 5. 37 .70 1. 51 5. 33 4.85 . 48 
iio aaheciea cies 5. 56 4.91 . 65 1.40 4.75 4.31 .44 
Seite cee 5. 55 | 4. 62 . 93 2.00 4. 67 4.01 . 66 
1955_- 5. 86 | 4.67 | 1.19 | 2. 56 4. 84 4. 08 . 76 
Pept sos! 5. 84 4.90 | . 94 | 2.02 4. 86 4. 24 . 62 
BR Serine aves 5 6. 22 | 4.90 | 1. 32 | 2. 83 5.07 4, 29 .78 
6. 06 4. 84 1, 22 | 2. 62 | 4.92 4.20 72 
FIR Se csetcnne-- 6. 24 | (4) (1) () (1) (1) (1) 
MVOTEGS...25 2. [ac ON Drax cndindweae | 








1 Not available. 

2 Simple average. 

The same bulletin develops the fact that the consumers in the 
Boston market receive in the form of higher butterfat a more valuable 
quart of milk than the average in all “other Federal order areas in 
the United States. The current average fat test for milk sold in 

: : we ; 
the Greater Boston area as published is 3.82 percent butterfat which 
is higher than any other published average composite fat test of milk 
sold in any other Federal order areas in the United States. 
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It is important to recognize these facts when consideration is later 
made of the false and artificial pricing which has existed in the 
Greater Boston area for some time. 

It is interesting in observation of the necessary Federal orders to 
notice the rigidity with which the regulations must of necessity be 
applied. 

As a result of the tragic price war conditions with which many 
small and large dealers have been faced in recent years, it was neces- 
sary for the Federal Milk Market Administrator who administers 
Milk Order No. 4 in Boston to take to court a moderately sized com- 
petitor in July of 1959 and to charge this company with failure to 
pay to the market administration fund a substantial sum of money 
which symbolizes the tragic plight facing even today most of the milk 
dealers in the Greater Boston area, inc luding, gentlemen, some of the 
larger ones. I have submitted to counsel stenographic record of the 
hearing before the U.S. District Court in the District of Massachusetts 
in the case of the United States v. Seven Oaks Dairy Company. In 
order to meet the requirements of the Federal Administrator’s de- 
mands, this company was forced to obtain a substantial mortgage on 
its real estate which, according to its prior financial reports, had 
been free and clear of any debt. 

Apart from being a perfect example of the impending doom hang- 
ing over this market with respect to the continuation in business of 
many small one-time vigorous competitors, this record also serves 
to point out the inflexible application of the law which is the responsi- 
bility of the Federal Milk Market Administrator and is certainly 
indicative of the great importance attached by the Federal Govern- 
ment to the maintenance of a pricing structure to the producer which 
at all times will insure the public with an adequate supply of fresh, 
pure, and wholesome milk. 

To further emphasize the inflexibility with which Federal orders 
are administered, the following quotation is taken from the December 
1959 issue of the Connecticut Milk Market Report issued by the 
market administrator for the information of milk producers who are 
not members of cooperative associations as follows: 


The Federal milk order provides assurance to producers that market prices 
to them, and more specifically the price to producers for class I milk—will not 
be reduced as the result of a resale price war in the market. 

Severe resale price wars, especially if they continue for long periods, will 
expose handlers to serious economic pressures. A handler whose financial 
status is weak or whose operations are not conducted with the utmost efficiency 
may fail. The Federal order cannot protect a handler’s producers against 
losses if the handler goes into bankruptcy. The order requirements that 
handlers must pay the minimum prices to producers must be enforced, they 
cannot be relaxed, even to protect the handler against bankruptcy. * * * Some 
of the cooperative associations have established reserves which protect their 
individual members against large and immediate losses arising from handlers 
going into bankruptcy. But this means the impact of the losses are distributed 
over time and among all of the members of the association rather than falling 
upon a small group who deliver to one handler. Despite that protection a 
severe price war obviously-can and will impose losses and hardships upon 
producers as well as upon handlers. 


It is high time in my opinion for the Congress of the United States, 
which you men so capably represent, to look into and take recognition 
of the inexorable fact that the recognition by the Federal Milk Mar- 
ket Administrator responsible in general for the entire New England 
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q ; , one-eighth of the United States—has 

stated that a severe price war obviously can and will impose losses 
and hardships upon producers as well as upon handlers. Gentle- 
men, I take no quarrel with his statement. Actually it is tragically 
true but let us carry his statement beyond the mere printed words or 

oral words and explore the potenti: ili—explore the question of what 
will happen if what he says does in fact come to pass. Losses and 
hardships upon producers and handlers will in fact, gentlemen, de- 
prive the public of the adequate supply of pure and wholesome milk 
which Federal orders are created to guarantee, and will, as surely as 
death and taxes, provide a clear road for those who are monopoly 
minded. 

In our own State the commissioner of agriculture for the Common- 
wealth of Massachusetts in the June 15, 1958, issue of the Massachu- 
setts Dairy Digest warned Massachusetts producers in part as follows: 

* * * The dairy farmer needs a good dependable dealer to pay promptly to 
continue in business. A good dependable dealer is one who has earned a reputa- 
tion for fair and prompt payments for milk purchased. 

A milk marketing program must be based on sound retail sales and distribu- 
tion practices or the price structure will suffer. Past experience tells us that 
the milk producer usually takes the financial loss when the stability of the milk 
market is seriously affected. 

The losses and hardships upon milk dealers translate to mean but 
one thing—the elimination from the marketplace of dealers whose 
fatality record already is well known to your committee. 

According to the “Springfield Milk Market Statistics” of the Fed- 
eral Administrator between December 1952 and December of 1958, 
the number of pool handlers decreased from 47 to 34, or 28 percent; 
the number of all handlers from 65 to 46, a decrease of 29 percent. 

The ultimate answer to the elimination of handlers, which in com- 
mon language means milk dealers, can only result in the gradual en- 
richment of the few who because of financial strength for one reason 
or another, far exceeding that of the milk dealer described as “weak, 
or whose operations are not conducted with the utmost efficiency” will 
be the only survivors. When this day arrives, what will Federal or- 
ders mean? Will the prices paid to farmers in spite of the intent of 
Congress then revert to 2 cents a quart? What farmer today can pro- 
duce milk at less than he is now receiving? Gentlemen, find me a 
rich farmer in Vermont. Gentlemen, find me a rich milk dealer in 
New England, except one. Will the farmers of New England deliver- 
ing to one surviving milk company be in a position to dare take 
their troubles to the Sec retary of Agriculture? And how ean the co- 
operatives, either bargaining or operating, then negotiate a price to be 
paid them in order that they return to their membership the Milk 
Market Administrator’s price if there be but a single customer for 
the cooperatives to negotiate with? Will the public supply of milk, so 
vital to health, be continued to be maintained at the present level ? 

While we have emphasized the importance of the Federal regula- 
tions with respect to the adequacy of return to the farmers, which 
by its nature is geared to produce and have available a sufficient 
supply of pure milk for consumers, regulations established by the 
Federal Government and by the States in this vital industry go sub- 
stantially beyond that. 
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It should be noted here, of course, that while a substantial per- 
centage of the milk produced in this country is subject to Federal 
orders in a total of 77 markets, there are many areas in the United 
States, including some in New England, where milk sales are not 
subject to regulation by a Federal order. For example, it was not 
until January 1, 1959, that the State of Rhode Island was subject. to 
a Federal order—just a little over a year ago. In our neighboring 
States to the north—Maine, New Hampshire, and Vermont—amilk sold 
is exempted from Federal orders unless it has been processed in a 
plant under Federal regulation. In these States the power to estab- 
lish prices to be paid to dairy farmers extends only to the milk pro- 
duced and sold within the State. 

It is obviously the intention of the Federal Government and the 
States to provide by Jaw a healthy processing and distributing indus- 
try. In most States as of today below cost sales and other unfair 
trade practices are prohibited in consonance with police power of 
the States. In the States of Wisconsin and Louisiana the constitu- 
tionality of these laws was recently tested and properly upheld by the 
State supreme court in each. 

In our own State of Massachusetts, in Majority Senate Report No. 
600, as recently as April 1950, the following comment was made: 

Of concern to members of this Commission have been the marked decline of 
the number of independent dealers engaged in the distribution of milk and the 
unwholesome condition of the industry which has resulted. Influence of a small 
number of multimillion dollar milk concerns has expanded to the point where 
these outfits dominate and control all phases of the industry. Small dealers 


continue to be wiped out or swallowed up. The Massachusetts producers and 


consumers, Commission members believe, would benefit by guaranteeing the 
preservation of small handlers. 


Since 1950 the number of dealers licensed by the Massachusetts 
Milk Control Commission authorities has diminished from 1,605 
licensed in 1950 to 1,166 licensed in 1958—a decrease of 27 percent. 

With prophetic wisdom, gentlemen, just about 10 years ago, this 


report continued to describe the possibilities and probabilities of the 
future of the milk industry, as follows: 


The chief failure of the milk control board in the past has been its inability 
to combat the concentration of much of the milk distribution industry in the 
hands of a few dealers. As far back as 1937, 7 percent of the dealers in the 
Greater Boston area controlled 80 to 90 percent of all distribution. No further 
expert studies of the growth of monopolistic powers have been made but it is 
obvious from the death rate of independent: companies in the last 13 years 
that the big dealer bloc has extended its authority * * * . Since 1933 there 
have been many voices raised against the growth of monopoly in the distribution 
of milk. Individuals and legislative commissions have been aroused. Yet 
never has the milk control board exposed the corrupt practices in the industry 
upon which monopoly feeds. Even from the necessarily short study of the 
industry made by this commission, it was apparent that there was collusion in 
the bidding for public contracts for milk; there has been testimony of con- 
spiracy to fix and maintain prices, and of illegal discounts and rebates. It is not 
possible for a legislative-commission which lacks the authority to subpena wit- 
nesses to investigate completely all these charges of corruption. The milk con- 
trol board has long been empowered to do so and has failed to act * * *. From 
the point of view of the small dealer, there has been an increasing practice of 
rebates by the big dealers to large wholesale purchasers, with the resulting loss 
of wholesale business to small dealers. From the point of view of the con- 
sumer, it must be realized that monopolistic conditions in the industry are ap- 
prouching the point where without controls prices could soar. 
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Here is an example, gentlemen, of a special commission appointed 
to investigate laws within the Commonwealth of Massachusetts relat- 
ing to milk and milk products properly warning the public at large 
and the legislature 10 years ago of the need for further regulation of 
this industry i in order to develop a more stable industry. 

In December 1953, House Report 2330 of the Special Commis- 
sion on Milk Marketing reports with respect to the milk control com- 
mission function, as follows: 

Representatives of the milk industry testifying before this special com- 
mission were unanimous in their desire to have the milk control commission 
provide more constructive leadership for them than it has been providing in 
the direction of reasonable trade practices, orderly competition, and the main- 
tenance of stable and efficient marketing conditions. They requested clarifica- 
tion of the law to the end of promoting such objectives in the hope that our 
markets in Massachusetts might continue to escape the demoralization and 
strife which have characterized such markets as New York and Chicago in 
recent years. These objectives are certainly consistent with the basic purposes 
of the milk control law * * *. The intent of the law was and should be to 
prohibit loss leader sales as an unfair trade practice * * *. Price conditions 
in Boston can be taken as representative of the Commonwealth since this is by 
far the largest market. 

This House report also contained a table similar to our tabulation 
on page 20, which indicates that from 1935 to 1953 the price paid to 
farmers delivering to the Boston area for class I milk was substan- 
tially above the average class I price for other federally controlled 
areas, and in some years higher by 2 cents a quart. The House 
report table also points out that the price paid by consumers in Boston 
has been less normally than the price paid in other parts of the 
United States. 

The report describes this as a “commendable showing of relative 
efficiency for the Massachusetts milk industry.” This, however, gen- 
tlemen, is not true. Unfortunately the commission did not study 
earnings statements from the milk industry which would have shown 
a gradual decline in the income of most dealers in the Boston market 
starting just about at the end of World War II. 








DOMINATION OF NEW ENGLAND MARKET BY ONE COMPANY 





In order to understand the problems of the smaller segments of the 
milk industry, it must be understood that H. P. Hood & Sons is by 
vi the largest handler of milk in the six New England States. By 
“handler” is meant a company that buys milk from the farmers and 
dates such milk to wholesalers, retailers, and consumers. Hood 
maintains country stations in Maine, New Hampshire, and Vermont, 
where it receives milk from its farmers. It is estimated that the milk 
thus received approximates over one-third of all the milk handled 
by country stations in these three States. The milk thus received by 
Hood is transported daily to its processing and distribution oe 
operated by Hood throughout New England. Hood, incidentally, 
the only milk ¢ ompany w hich sells milk in all six New E ngland States, 
Starting back in 1937 up to 1948, Hood launched an expansion 
program ‘whereunder it bought the business and assets of approxi- 
mately 350 handlers in New England handling approximately 120,000 
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quarts of milk daily. This acquisition of handlers as it relates to 
the principal cities in New England is as follows: 


| Number of| Quarts of || Number of| Quarts of 
handlers milk sold || City | handlers | milk sold 
daily 


Boston 79 : New Haven_-___-- 7, 000 
Worcester 12 3, Hartford - -- si454n be 3 14, 000 
Springfield 40 3, Portland - - 

Fall River 8 4 - - 
Providence 25 5 ‘ § 88, £00 





In the same fashion Hood expanded its country operation. In 1947 
the Vermont Cooperative Creamery, Inc., brought suit against Hood 
in the U.S. district court in Vermont, alleging among other things that 
Hood had violated section 2 of the Sherman Anti-Trust Act which 
prohibits the monopolization or attempt to monopolize any part of 
trade or commerce between the States. The complaint alleged that 
Hood offered special and discriminatory premiums, payments, gratui- 
ties, and bonuses to farmers in a certain area of Vermont where it com- 
peted with the Vermont Cooperative Creamery, Inc., but not to 
farmers in other areas. Hood’s purpose was to induce farmers to 
sever their membership with the Vermont Cooperative Creamery, Inc. 
Because of Hood’s financial strength and by reason of the fact that 
its operations extended throughout various New England States, Hood 
was able to absorb the alleged discriminatory payments and benefits. 
After a trial, a jury found that Hood had violated section 2 of the 
Sherman Anti-Trust Act to the damage of the Vermont Cooperative 
Creamery, Inc. This case is Civil Action No. 853 in the US. 


District Court for the District of Vermont, and the jury verdict was 
rendered on February 28, 1948. 

Coming back to Hood’s acquisition of competing handlers in the 
years 1937 to 1948, Hood was clearly at that time the dominant milk 
company in the New England area. The percentages of Hood’s sales to 
total sales in the principal cities of New England at the time were 
as follows: 


Percent | Percent 
44 | Providence 
20 |New Haven 
Springfield 50 | Hartford 
Fall River 50! Portland 


A major step in Hood’s plan to monopolize the trade and commerce 
in milk in New England was its attempted acquisition of the Whiting 
Milk Co., beginning in February 1946. Note again that Whiting 
ownership and control changed in January 1959. In 1946, one Al- 
fred A. Stickler acquired all of the capital stock of Whiting Milk 
Co., for the sum of $1,250,000. Stickler borrowed all of this money 
from the First National Bank of Boston upon a 1-year note dated 
February 14, 1946, which note was guaranteed by Hood. This guar- 
antee by Hood was made pusuant to an agreement among the First 
National Bank, Stickler, Hood, and Harvey P. Hood, the president 
of Hood. The pertinent provisions of this agreement are as follows: 

(1) That the First National Bank would receive as security for its 
loan to Stickler all of the common stock of Whiting and written resig- 
nations of the directors and officers of Whiting; 
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(2) That Hood could pay off the loan upon 3 days’ notice to the 
bank and without any notice to Stickler ; 

(3) That if Hood paid the bank, Hood would receive the common 
stock and the officer and directorate resignations ; 

(4) That upon maturity, if the note were not paid, the bank would 
not demand or accept payment from Stickler without giving 10 days’ 
notice to Hood; 

(5) That except upon demand by the bank Stickler would not pay 
the amount due without giving 14 days’ notice to Hood ; 

(6) That Stickler would not dispose of any of the capital stock or 
any of the assets of Whiting without the written consent of Hood. 

The Department of Justice began massaeese of this situation in 
September of 1946. In October of 1946, Hood with knowledge of 
this investigation bought from Whiting its receiving plants in Maine. 

A certified copy of the complaint issued on September 27, 1948, 
with copies of these agreements and others between Stickler and Hood 
are submitted to counsel as part of the record. 

(The documents referred to are as follows:) 













In THE District Court OF THE UNITED STATES FOR THE DISTRICT OF MASSACHUSETTS 


Civil No. 7866 


United States of America, plaintiff, v. H. P. Hood & Sons, Inc., Harvey P. Hood, 
Whiting Milk Company, and Alfred A. Stickler, defendants 


COMPLAINT 


The United States of America, seeking equitable relief, by its attorneys acting 
under the direction of the Attorney General of the United States, complains 
and alleges on information and belief as follows: 








I. JURISDICTION AND VENUE 


1. This complaint is filed and these proceedings are instituted against the 
above-named defendants under Section 4 of the Act of Congress of July 2, 1890, 
c. 647, 26 Stat. 209, as amended, entitled “An Act to Protect Trade and Commerce 
Against Unlawful Restraints and Monopolies,” said Act being commonly known 
as the Sherman Act, in order to prevent continued violations by said defendants, 
as hereinafter alleged, of Sections 1 and 2 of the Sherman Act. 

2. Bach of the defendants is an inhabitant of the District of Massachusetts, 
and the defendant corporations transact business and may be found within the 
District of Massachusetts. 

38. The unlawful attempt to monopolize and the contracts, combination, and 
conspiracy in restraint of interstate trade and commerce in milk hereinafter 
described, have been and are being carried out and made effective, in part, 
within the District of Massachusetts, and many acts in furtherance thereof have 
been performed by the defendants within the District of Massachusetts. 

























II. DEFINITIONS 





4. The words “New England Area” as used in this complaint mean the States 
of Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, and Con- 
necticut. 

5. The words “New England Milkshed” as used in this complaint mean the 
States of Maine, New Hampshire, Vermont, and that part of the State of New 
York immediately adjacent to the States of Vermont and Massachusetts. 

6. The words “Principal Cities” as used in this complaint mean the cities of 
Boston, Worcester, Springfield, and Fall River in the State of Massachusetts, 
Providence in the State of Rhode Island, New Haven and Hartford in the State 
of Connecticut, and Portland in the State of Maine. 
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7. The word “milk” as used in this complaint means cow’s milk produced for 
human consumption in the form of fluid milk. 

8. The word “producer” as used in this complaint means a person, partnership, 
or corporation which owns or possesses one or more cows and sells a part or 
all of the milk produced by such cows to handlers. 

9. The word “handler” as used in this complaint means a person, partnership, 
or corporation engaged in the business of purchasing milk from producers and 
distributing such milk to retailers and consumers. 

10. The words “country station” as used in this complaint mean facilities 
maintained by handlers in the New England Milkshed for the receipt of milk 
from producers and for its storage and refrigeration preliminary to its trans- 
poration by rail. 

III. DESCRIPTION OF DEFENDANTS 


11. H. P. Hood & Sons, Ine., a corporation duly organized and existing under 
the laws of the State of Massachusetts and having its principal place of business 
in the City of Boston, Massachusetts, is hereby made a defendant herein. Said 
defendant will sometimes be referred to hereinafter as Hood. 

12. Harvey P. Hood, a resident of Brookline, Massachusetts, and president of 
the defendant Hood, is hereby made a defendant herein. 

13. Whiting Milk Company, a corporation duly organized and existing under 
the laws of the State of Massachusetts and having its principal place of business 
in the City of Boston, Massachusetts, is hereby made a defendant herein. The 
business and assets of said defendant were acquired from Whiting Milk Com- 
pany, a corporation duly organized and existing under the laws of the State 
of Delaware, upon the dissolution of said corporation in or about February, 
1947. The defendant Whiting Milk Company will sometimes be referred to 
hereinafter as Whiting. Its predecessor company will sometimes be referred 
to hereinafter as Whiting of Delaware. 

14. Alfred A. Stickler, a resident of the City of Boston, Massachusetts and 
president of the defendant Whiting, is hereby made a defendant herein. 


IV. NATURE OF TRADE AND COMMERCE 


15. More than 1,000,000,000 quarts of milk, having a value in excess of 
$100,000,000, are consumed annually in the New England Area. Over 85 per- 
cent of the milk consumed in such Area is produced in the New England Milk- 
shed, and over 60 percent is produced in the Sate of Vermont alone. A sub- 
stantial part of the milk thus produced in the New England Milkshed is trans- 
ported in interstate commerce from the states of production to other states 
in the New England Area for processing and consumption. Consumers in the 
Principal Cities of the New England Area purchase more than 50 percent of the 
milk sold in said Area. 

16. Over 90 percent of the milk obtained by producers in the New England 
Area is hauled to country stations maintained by handlers. Such country 
stations are essential for the economical and efficient transportation and dis- 
tribution of milk by rail. Milk received at country stations is placed in insulated 
railroad tank cars for transportation to processing plants of handlers. Sub- 
stantially all of the processing plants in the New England Area are located in 
the Principal Cities of that Area. At such processing plants, milk is received 
in tank cars from the New England Milkshed and is intermingled in large vats 
for pasteurization. After such processing, the milk is packaged and is dis- 
tributed by handlers to retailers and consumers. From day to day, there is a 
continuous flow of milk from producers in the various states of the New England 
Milkshed to consumers located in other states in the New England Area. 

17. The defendant Hood is by far the largest handler in the New England 
Area. It maintains 31 country stations in the New England Milkshed which 
receive milk from over 3500 producers and account for approximately 36 percent 
of all the milk handled by country stations in the New England Milkshed. The 
milk received by Hood at its country stations is transported daily to processing 
and distribution plants operated by Hood throughout the New England Area. 

18. The defendant Hood sells approximately 600,000 quarts of milk daily to 
retailers and consumers throughout the New England Area, which constitute 
approximately 30 percent of the milk produced in the New England Milkshed 
and distributed by handlers in the New England Area. The percentages of 
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Hood’s sales to total sales in the Principal Cities of the New England Area of 
milk produced in the New England Milkshed are as follows: 









Percent Percent 
NB ih ti ele te 44 | Providence______-- piisadeubeReee 50 
Worcester.............. sien iden tesn ict tease DO eR RODS 25 egos sie 10 
Penne 3 ot SA ee iO Remeron oS te ct tee a 25 
aes ee ti ee eS OO aera s2 2 i ee leek 60 


19. The defendant Whiting is the second largest handler in the New England 
Area and the principal competitor of the defendant Hood. It maintains coun- 
try stations in the States of New Hampshire and Vermont, and processing plants 
in the State of Massachusetts. Whiting sells approximately 16 percent of the 
milk consumed in Boston and Eastern Massachusetts, and in addition sells and 
distributes substantial quantities of milk throughout the rest of the New Eng- 
land Area. Prior to the acquisition of its business and assets by the defendant 
Whiting, Whiting of Delaware owned and operated the facilities described in 
this paragraph, distributed milk in the New England Area in the same way and 
in approximately the same amounts as the defendant Whiting, and was the 
principal competitor of the defendant Hood. 











V. OFFENSES CHARGED 

































20. Throughout the period from the year 1937 to the date of the filing of 
this complaint, the defendant Hood, acting, in part, through the defendant 
Harvey P. Hood, has attempted to monopolize the aforesaid interstate trade 
and commerce in milk in the New England Area and the Principal Cities 
thereof, in violation of Section 2 of the Sherman Act. Throughout the period 
from the year 1945 to the date of the filing of this complaint, the defendants 
have been continuously engaged in a combination and conspiracy and have been 
parties to contracts, understandings, and arrangements in restraint of the 
aforesaid interstate trade and commerce in milk in the New England Area and 
the Principal Cities thereof, in violation of Section 1 of the Sherman Act. 

21. The violations of law alleged in paragraph 20 hereof have consisted of a 
plan and scheme of the defendant Hood, carried out, in part, through con- 
tinuing agreements and concert of action with the other defendants herein, to 
restrict and eliminate competition in the distribution of milk by handlers in 
the New England Area and the Principal Cities thereof by: 

a. The acquisition by Hood of the business and assets of competitive handlers 
in the Principal Cities of the New England Area. 

b. Causing the defendant Stickler to acquire a majority of the capital stock 
of Whiting of Delaware and the defendant Whiting under arrangements giving 
the defendant Hood the power to control, dominate, and influence the business 
and affairs of Whiting of Delaware and the defendant Whiting and to acquire 
legal title to the capital stock and assests of Whiting of Delaware. 

e. The acquisition by Hood of country stations of competitive handlers in the 
New England Area, including certain of those of Whiting of Delaware. 

22. To execute and effectuate the aforesead plan and scheme and as a part 
thereof, the defendants have done, among other things, the following: 

a. During the period from 1937 to the date of the filing of this complaint Hood 
purchased the business and assets of 350 handlers in the New England Area, 
handling an aggregate of 120,000 quarts of milk daily. The following table shows 
the location, number, and volume of daily sales of handlers in the Principal 
Cities of the New England Area, the business and assets of which were purchased 
by Hood during said period: 

Number of Quarts of 
City handlers milk sold daily 







Springfield 
Fall River 
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Upon the acquisition by Hood of the assets and business of said handlers in 
the New England Area, each handler covenanted with Hood not to compete with 
it in the distribution of milk in said Area. 

b. In or about the month of February 1946, the defendant Stickler acquired all 
of the capital stock of Whiting of Delaware for the sum of $1,250,000. Said sum 
was borowed by Stickler from the First National Bank of Boston upon a one-year 
note in like principal amount, dated February 14, 1946, and guaranteed by the 
defendant Hood. Said guarantee by Hood was made pursuant to an agreement 
among the said First National Bank, and the defendants Harvey P. Hood, Stick- 
ler and Hood, date February 14, 1946, copy of which is attached hereto, marked 
Exhibit A, and incorporated herein as though set forth in full. Said agreement 
provided in part as follows: 

i. That the said First National Bank would receive as security for its loan 
to Stickler all of the common stock of Whiting of Delaware and written 
resignations of the directors and officers of Whiting of Delaware; 

ii. That Hood could pay the amount due under the aforesaid note at any 
time upon three days’ notice to the Bank and without any notice to Stickler; 

iii. That if Hood paid to the said First National Bank the amount due un- 
der said note, the Bank would deliver to Hood the common stock and resig- 
nations of directors and officers of Whiting of Delaware; 

iv. That if said note were not paid at maturity, the said First National 
Bank would not demand or accept payment of said note by Stickler without 
giving Hood ten days’ notice. 

v. That except upon demand by the said First National Bank, Stickler 
would not pay the amount due under said note without first giving fourteen 
days’ notice to Hood. 

vi. That Stickler would not dispose of any of the capital stock or any of 
the assets of Whiting without the written consent of Hood. 

ec. In or about the month of September 1946, the Department of Justice com- 
menced an investigation of the transactions described in paragraph 21b hereof. 
On or about October 1, 1946, the defendant Hood, with knowledge of the afore- 
said investigation and in order to realize, in part, the fruits of the unlawful con- 
tract of February 14, 1946, prior to the completion of said investigation, caused 
Whiting of Delaware and Stickler to sell to Hood certain assets of Whiting of 
Delaware in the State of Maine for the sum of $450,000. Said assets consisted 
of three country stations and a combined country station and plant for the manu- 
facture of powdered milk and butter. Thereafter, in January 1947, the defendant 
Hood, in consideration of the agreement of January 22, 1947, between Hood and 
Stickler hereinafter described, permitted the defendant Stickler to reduce his 
indebtedness to the First National Bank by the payment to the Bank of a sum 
of money, in part realized by Whiting of Delaware from the sale to Hood of the 
aforesaid country stations in the State of Maine, and thereby to obtain cancella- 
tion of the note of February 14, 1946, guaranteed by the defendant Hood. 

d. In or about the month of January 1947, in consideration solely of Hood’s 
relinquishing its right under the unlawful contract of February 14, 1946, to 
acquire the capital stock of Whiting of Delaware, the defendant Stickler entered 
into a written agreement with Hood dated January 22, 1947, copy of which is 
attached hereto, marked Exhibit B, and incorporated herein as though set forth 
infull. Said agreement provided, in part, as follows: 

i. That Stickler would not sell the shares of the common stock of 
Whiting of Delaware or of any successor company owned by him or members 
of his family without the written consent of Hood ; 

ii. That Stickler and members of his family would retain at least 6624 
percent of the outstanding common stock of Whiting of Delaware and of 
any successor company until such time as Hood granted written consent to 
Stickler to sell to one purchaser the shares representing such two-thirds’ 
stock interest ; 

iii. That certificates representing at least 6624 percent of said common 
stock would be so marked as to indicate that they were subject to the said 
agreement with Hood ; 

iv. That Hood would receive 50 percent of the profits obtained by 
Stickler to sell to one purchaser the shares representing such two- 
stock ; 

v. That the Sticklers’ joint compensation from Whiting of Delaware or any 
successor company should not exceed $50,000 per annum ; 
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vi. That if said common stock was not sold prior to January 1, 1957, 
Stickler and members of his family holding said stock would pay Hood 
one-half of the average yearly net profits of Whiting of Delaware and 
any successor company applicable to all its common stock for the five years 
immediately preceding January 1, 1957, but in no event less than $50,000. 

e. In or about the month of February 1947, the defendant Stickler caused the 
defendant Whiting to be incorporated and to acquire the business and assets of 
Whiting of Delaware. Ninety percent of the common stock of the defendant 
Whiting was acquired by Stickler and members of his family. Said stock was 
continuously held by Stickler and the members of his family, until October §, 
1947, subject to the terms of the agreement of January 22, 1947. 

f. On or about October 8, 1947, the defendants Hood and Stickler, with 
knowledge of the aforesaid investigation by the Department of Justice and in 
anticipation of the filing of this complaint, cancelled the said agreement of 
January 22, 1947. At the time of said cancellation, the defendant Stickler 
and members of his family owed no money whatsoever to the defendant Hood 
under the terms of the said agreement. The only sum certain required there- 
under to be paid by the defendant Stickler and members of his family to the 
defendant Hood at any time was the sum of $50,000 to be paid on or after 
January 1, 1957. Despite such facts, the defendant Stickler and members of his 
family paid the defendant Hood the sum of $100,000 upon cancellation of said 
agreement. 

g. During the period from 1937 to the date of the filing of this complaint, 
Hood purchased from competitive handlers three country stations in the State 
of Vermont, one in the State of New York, and seven in the State of Maine. 
Four of the seven country stations acquired in the State of Maine were acquired 
from Whiting of Delaware, as aforesaid, and the acquisition of said stations has 
eliminated Whiting of Delaware and the defendant Whiting as competitors of 
Hood for milk produced in the State of Maine and has substantially restricted 
Whiting of Delaware and the defendant Whiting in the distribution of milk in 
the State of Maine. The eleven country stations so acquired by Hood from 
competitive handlers receive milk from 1,200 producers and provide approxi- 
mately one-third of all the milk distributed by Hood. 


VI. EFFECTS 


23. The attempt to monopolize and the combination and conspiracy and con- 
tracts in restraint of trade hereinbefore alleged and the acts done in furtherance 
thereof have had the effects, as intended by the defendants, of eliminating and 
restricting competition between the defendant Hood and other handlers in the 
New England Area; of destroying the independence of Whiting of Delaware 
and the defendant Whiting and subjecting said companies to the domination and 
control of Hood; and of securing to the defendant Hood a dominant position 
in the sale and distribution of milk in the New England Area. 


PRAYER 

WHEREFORE, the plaintiff prays: 

1. That the Court adjudge and decree that the defendant Hood has unlawfully 
attempted to monopolize the aforesaid interstate trade and commerce in milk 
in violation of Section 2 of the Sherman Act. 

2. That the Court adjudge and decree that the defendant Hood has engaged 
with the defendants Whiting and Alfred A. Stickler in an unlawful combination 
and conspiracy in restraint of the aforesaid interstate trade and commerce in 
milk in violation of Section 1 of the Sherman Act. 

3. That the defendant Hood and its successors, directors, officers, agents, em- 
ployees, representatives and assigns, and all persons or corporations acting on 
behalf of said defendant be perpetually enjoined from carrying out the aforesaid 
attempt to monopolize and be required to desist and withdraw from all con 
nection therewith, and be perpetually enjoined from in any manner attempting 
to monopolize the aforesaid interstate trade and commerce in milk. 

4. That the defendants Hood and Whiting, their successors, directors. officers, 
agents, employees, representatives, and assigns, and all persons or corporations 
acting on their behalf, and the defendants Alfred A. Stickler and Harvey P. 
Hood be perpetually enjoined from entering into, enforcing, or performing any 
contracts, agreements, arrangements, or understandings, or from claiming any 
rights thereunder, having the purpose or effect of continuing, reviving, 


or re- 
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newing any of the violations of Sections 1 and 2 of the Sherman Act hereinbefore 
set forth and described. 

5. That the defendant Hood be perpetually enjoined from acquiring without 
leave of the Court, either directly or indirectly, any title or interest, legal, 
equitable or otherwise, in, or any control or use of any assets, business, good- 
will, capital stock, or indebtedness of any competitive handler. 

6. That under such conditions and on such terms as the Court shall determine 
and order, the defendant Hood be required to sell and divest itself of its entire 
right, title to, and interest in the country stations, and the assets and plant 
facilities of handlers, acquired since January 1, 19387. 

7. That under such conditions and on such terms as the Court shall determine 
and order, the defendant Stickler be required to sell and divest himself and 
the members of his family of their entire right, title to, and interest in, the 
common stock of the defendant Whiting now held by Stickler and the members 
of his family. 

8. That the plaintiff have such other and further relief as may be just and 
proper. 

9. That the plaintiff recover costs of this suit. 

GERALD J. McCartuy, 
Special Assistant for the Attorney General. 
JAMES M. MALLOoy, 
Special Attorney. 
Tom C. CLARK, 
Attorney General. 
HERBERT A. BERGSON, 
Assistant Attorney General. 
HouMES BALDRIDGE, 
Special Assistant to the Attorney General. 
Wirtrram T. McCartuy, 
United States Attorney. 


IN THE UNITED StaTes District COURT FOR THE DISTRICT OF MASSACHUSETTS 
Civil Action No. 7866 
United States of America, plaintiff, v. H. P. Hood & Sons, Inc., et al., defendants 
FINAL JUDGMENT 


Plaintiff, United States of America, having filed its complaint herein on Sep- 
tember 27, 1948; and the parties hereto by their attorneys having severally con- 
sented to the entry of this Final Judgment herein without trial or adjudication 
of any issue of fact or law herein, and without admission by any party in respect 
to any such issue: 

Now, therefore, before any testimony has been taken herein, and without trial 
or adjudication of any issue of fact or law herein, and upon consent of the par- 
ties hereto, it is hereby 

ORDERED, ADJUDGED AND DECREED as follows: 


I 


The Court has jurisdiction of the subject matter herein and of the parties 
hereto. The complaint states a cause of action against the defendants, and each 
of them, under Sections 1 and 2 of the Act of Congress of July 2, 1890, entitled 
“An Act to protect trade and commerce against unlawful restraints and mo- 
nopolies”, as amended, commonly known as the Sherman Act (15 U.S.C 


. Secs. 
1 » 


II 

As used in this Final Judgment: 

(A) “Milk” shall mean cows’ milk produced for human consumption in the 
form of fluid milk: 

(B) “Producer” shall mean any person owning or possessing one or more 
cows and selling a part or all of the milk produced by such cows to handlers; 

(C) “Handler” shall mean any person engaged in the business of purchasing 
milk from producers and distributing such milk to retailers and consumers: | 


























460 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 






(D) “Country milk receiving station’ shall mean the land, buildings, facili- 
ties and equipment maintained by a handler, in the area of milk production 
and outside the area of resale to consumers, at which milk is received directly 
by the handler from producers’ farms and which is used only for receiving, 
weighing, sampling, testing, grading, pooling and transferring the milk for ship- 
ment in bulk to a marketing area and not for processing or manufacturing the 
milk ; 

(E) “Greater Boston, Massachusetts, marketing area” shall mean the terri- 
tory included within the boundary lines of the following Massachusetts cities 
and towns; Arlington, Belmont, Beverly, Boston, Braintree, Brookline, Cam- 
bridge, Chelsea, Dedham, Everett, Lexington, Lynn, Malden, Marblehead, Med- 
ford, Melrose, Milton, Nahant, Needham, Newton, Peabody, Quincy, Reading, 
Revere, Salem, Saugus, Somerville, Stoneham, Swampscott, Wakefield, Waltham, 
Watertown, Wellesley, Weymouth, Winchester, Winthrop and Wolburn; 

(F) “Hood” shall mean the defendant H. P. Hood & Sons, Inc., a corporation 
organized and existing under the laws of the Commonwealth of Massachusetts 
and having its principal place of business in the City of Boston, Massachusetts ; 

(G) “Whiting” shall mean Whiting Milk Company, a corporation organized 
and existing under the laws of the Commonwealth of Massachusetts and having 
its principal place of business in the City of Boston, Massachusetts ; 

(H) “Person” shall mean an individual. partnership, firm, corporation, as- 
sociation, trustee or other business or legal entity. 


III 


The provisions of this Final Judgment applicable to any defendant shall apply 
to such defendant and each of its officers, directors and subsidiaries, and to each 
of its or his agents, employees, successors and assigns, and to each person acting 
or claiming to act under, through or for them or any of them. 


IV 


Defendants are each enjoined and restrained from the further performance of 
any of the following contracts, agreements, arrangements or understandings 
(which have heretofore been cancelled) and from adopting, adhering to or fur- 
thering any course of conduct for the purpose or with the effect of maintaining, 
reviving or reinstating any such contracts, agreements, arrangements or under- 
standings: 

(A) Agreement of February 14, 1946, between defendants Harvey P. Hood, 
Alfred A. Stickler, and Hood, and The First National Bank of Boston, which is 
set forth as Exhibit A of the complaint herein; 

(B) Agreement of January 22, 1947, between defendant Alfred A. Stickler, 
Myrtle L. Stickler, his wife, and Marian Jule Stickler, his daughter, and Hood, 
which is set forth as Exhibit B of the complaint herein. 


Vv 


(A) Defendant Hood is hereby ordered and directed to dispose of all its in- 
terest in the country milk receiving stations owned by it in Harmony, Maine; 
New Sharon, Maine; Island Pond, Vermont; and Derby, Vermont. The said dis- 
positions shall be completed within one year from the date of the entry of this 
Final Judgment and, if by sale, shall be to a party other than a defendant 
herein, or one owned, controlled by, or affiliated with, or related to any such 
defendant and such sale shall be subject to the approval of this Court upon 
reasonable notice to the Attorney General. 

(D) Defendants Hood and Harvey P. Hood are each enjoined and restrained 
(1) from re-acquiring, directly or indirectly, the country milk receiving station 
at Livermore Falls, Maine, heretofore sold by defendant Hood on January 21, 
1947: and (2) from renewing, upon its termination on April 1, 1954, the lease 
from St. Lawrence Co-operative Dairies, Inc., to defendant Hood of the coun- 
try milk receiving station at Norfolk, New York, and from continuing to per- 
form under or adhere to said lease after such termination. 

(C) Defendants Hood and Harvey P. Hood are each enjoined and restrained 
from using the milk plants owned by defendant Hood in Fryeburg, Maine, and 
Burlington, Vermont, as country milk receiving stations, provided, however, that 
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this shall not prohibit the use by said defendants of said plants, or either of 
them, for the purpose of receiving milk to be distributed locally. 

(D) Defendants Hood and Harvey P. Hood are each enjoined and restrained, 
for a period of three years from the date of entry of this Final Judgment, from 
using the milk plant owned by defendant Hood at Newport, Maine, as a country 
milk receiving station, provided, however, that defendants may ship fluid milk 
therefrom to the Greater Boston, Massachusetts, marketing area to the extent 
that such shipments are necessary to retain said plant as a “regulated plant” 
within the meaning of Federal Marketing Order No. 4, Regulating the Handling 
of Milk in the Greater Boston, Massachusetts, Marketing Area, as amended, or to 
the extent that said shipments are ordered or requested by the Market Adminis- 
trator under said Order. 

VI 


Defendants Hood and Harvey P. Hood are each enjoined and restrained: 

(A) From enforcing any contract, covenant, agreement, understanding or 
arrangement heretofore made whereby any handler undertook or agreed not to 
compete with Hood in the distribution of milk; 

(B) From acquiring, directly or indirectly, by purchase, merger, consolidation 
or otherwise, and from holding or exercising after such acquisition, ownership 
or control of the business, physical assets (except milk or milk products bought 
in or incidental to the ordinary course of business), or good will, or any part 
thereof, or any capital stock or securities, of defendant Whiting; 

(C) For a period of three years from the date of entry of this Final Judgement 
from acquiring, directly or indirectly, by purchase, merger, consolidation or 
otherwise, and from holding or exercising after such acquisition, ownership or 
control of the business, good will or physical assets, or any part thereof, in the 
Greater Boston, Massachusetts, marketing area or in or immediately adjacent 
to the cities of Portland, Maine, Fall River, Massachusetts, Springfield, Massa- 
chusetts or Providence, Rhode Island, of any handler distributing milk in said 
area or in any of said cities, or the capital stock or securities of any such 
handler. 

Vil 


Defendants Whiting and Alfred A. Stickler are each enjoined and restrained 


from acquiring, directly or indirectly, by purchase, merger, consolidation or 
otherwise, and from holding or exercising after such acquisition, ownership or 
control of the business, physical assets (except milk or milk products bought 
in or incidental to the ordinary course of business,) or good will, or any part 
thereof, or any capital stock or securities, of defendant Hood. 


VIII 


For the purpose of securing compliance with this Final Judgment, and for no 
other purpose, duly authorized representatives of the Department of Justice 
shall, on written request of the Attorney General or the Assistant Attorney Gen- 
eral in charge of the Antitrust Division and on notice to any defendant, made to 
such defendant at its principal office, be permitted (A) reasonable access, during 
the office hours of such defendant, to all books, ledgers, accounts, correspondence, 
memoranda, and other records and documents in the possession or under the 
control of such defendant, relating to any of the matters contained in this judg- 
ment; and (B) subject to the reasonable convenience of such defendant and with- 
out restraint or interference from it, to interview officers or employees of such 
defendant, who may have counsel present, regarding any such matters. Upon 
written request of the Attorney General, or the Assistant Attorney General in 
charge of the Antitrust Division, on reasonable notice to any defendant herein 
made to its principal office, such defendant shall submit such reports in writing 
as may from time to time be necessary to the enforcement of this Final Judgment. 
Information obtained pursuant to the provisions of this Section VIII shall not be 
divulged by any representative of the Department of Justice to any person other 
than a duly authorized representative of the Department of Justice, except in the 
course of legal proceedings to which the United States is a party, or as otherwise 
required by law. 
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IX 


Jurisdiction is retained for the purpose of enabling any of the parties to this 
Final Judgment to apply to this Court at any time for such orders and directors 
as may be necessary or appropriate for the construction, modification or carrying 
out of this Final Judgment, for the enforcement of compliance therewith, and 
for the punishment of violations thereof. 

Dated : December 31, 1952 























s/ Francis J. W. Forp, 
United States District Judge. 
We hereby consent to the entry of the foregoing Final Judgment. 
For the Plaintiff : 














s/ NEWELL A. CLAPP, 
Acting Assistant Attorney General. 
s/ EpwIin H. PEWETT. 
s/ GEORGE F.. GARRITY, 
United States Attorney. 
s/ GERALD J. McCarruy, 
S/ Ropert L. GRANT, 
s/ JoHN J. GALGAY, 
s/ ALFRED KARSTEL, 
s/ W. D. K1reore, JR., 
Attorneys for the Plaintiff United States of America. 
































For the Defendants: 








/ CHARLES B. Ruae. 
Ropes, GRAY, Best, Cootipee & Rvuae@, 
Attorneys for H. P. Hood & Sons, Inc. and Harvey P. Hood. 
s/ Rosert G. DopGE. 
s/ E. L. Twomey, 
Attorney for Whiting Milk Co. 






















UNITED STATES OF AMERICA, 
District of Massachusetts, ss: 


I, John A. Canavan, Clerk of the United States District Court for the District 
of Massachusetts, do hereby certify that the annexed and foregoing is a true 
and full photostatic copy of the original complaint filed on the 27th day of Sep- 
tember, 1948 ; Final Judgment filed on the 31st day of December 1952 in the cause 
entitled: United States of America v. H. P. Hood & Sons, Inc., et al., and num- 
bered 7866 on the Civil Action Docket now remaining among the records of the 
said Court in my office. 

In Testimony Whereof, I have hereunto subscribed my name and affixed the 


seal of the aforesaid Court at Boston this 11th day of February, A.D. 1960. 
[SEAL } 









































JOHN A. CANAVAN, Clerk. 
By Frances R. Fiey, Deputy Clerk. 

A consent decree, dated December 31, 1952, was entered into by the 
parties involved. Within the consent decree Hood was enjoined and 
restrained : 

(1) From acquiring Whiting at any time; 

(2) From acquiring any handler within 3 years from the date of 
the decree in— 

(a) Greater Boston, Mass. 
(6) Portland, Maine. 

(c) Fall River, Mass. 

(7) Springfield, Mass. 

e) Providence, R.L. 

This, gentlemen, is the most perfect example in the New England 
area of proof of the prophetic wisdom of the members of the various 
special commissions studying the problem of milk marketing in Massa- 
chusetts and indicates the importance attached by the Federal Gov- 
ernment through the Department of Justice to the prevention of mon- 
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opoly in an industry so vital and with so paramount a public interest 
as the milk industry. 

The stability of this industry, deemed to be so vital and important 
that the Federal Government itself establishes for better than 50 per- 
cent of the total fluid milk sales for the country the price required to 
be paid to farmers, has been seriously threatened by price wars for a 
considerable period of time and indeed has undergone many. Your 
committee has well studied and reported on the facts to the whole Con- 
gress. 

Actually it is ultimately the consumer, of course, who will suffer 
in the long run. There is no question that any price war is intended 
to destroy competition and while the expression “meeting competitive 
situations” is frequently used as the excuse, it is pot a matter of com- 
petition ; it is, as we see it, a matter of corporate murder, the inevitable 
consequences of which, as your committee well knows, are subsequent 
higher consumer prices. The sti atistics developed in your committee’s 
report to Congress, dated January 3, 1959, point up the development of 
concentration in the distribution of dairy products into a handful of 
companies. 

The price war in New England did not begin in March of 1958, 
which in the minds of many is associated with the time when several 

gallon-jug stores opened in the Boston area. The price war did not 
Casha in this area in the latter half of 1956, when 2 moderate-sized 
milk dealer for the first time in this area was able to make deliveries 
to the largest chain store in the United States. The price war in New 
England began right after World War II with the attempts by Hood 
toc apture volume by means described before. 

Price wars do not necessarily always take the form of open war- 
fare. The consumer is conscious only of the extreme price wars with 
their temporary bargain prices. The public generally does not realize 
what happens to the stability of any industry as the result of price 
wars. As your committee well knows, the death rate in the dairy in- 
dustry in the last several years has been phenomenal. It is not only, 
however, the financial stabili ty which is threatened by price wars but 
the qu: lity standards are also threatened. It isa simple fact that when 
an industry is faced with tragic and malicious price reductions to the 
extent that massive sales are being made below cost, and cannot find its 
way to a restoration to normalcy, it must do everything it can to re- 
duce costs and expenses. One of the methods that has been initiated 
by a large competitor is to reduce the butterfat content, and thus 
reduce cost. 

The Whiting Milk Co., with its deep feeling of public responsibil- 
ity and trust, has not and will not take the risk of reducing quality 
or quality control to help underwrite a price war, although it is pos- 
sible today that this is being done by some operators. 

Review of local industry statistics will disclose the extent of fi- 
nancial damage done to this industry by price wars. 

It is probably by now obvious to you that the largest milk company 
in New England has for years literally permitted other milk dealers 
to exist. at their sufferance. It is equally obvious from the reports of 
our own senate and house in Massachusetts and their comments with 
respect to monopoly, and the many small dealers going out of busi- 
ness, most of whom were acquired by the largest dealer, that this is so. 
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The action of the Antitrust Division of the Department of Justice in 
bringing charges against the largest dealer in 1948 was certain indi- 
cation of the fear of this branch of Government that a monopoly was 
well on its way. 

It has been apparent for many years that the largest company has 
had its way in prices, labor rates, and domination of the milk supply 
to the detriment of the public interest for so long that it appears now 
that they feel they can violate Federal and State laws with impunity. 

The Springfield price war, which developed aboveboard and out in 
the open in November 1954 (more than 5 years ago) was the advance 
warning of bigger things to come. One of the results of this price 
war was the elimination from business of the second largest dairy 
operation in the Springfield area whose last Dun & Bradstreet re- 

ort prior to its demise has been submitted to counsel. It would 
indicate that there were 168 persons employed by this company doing 
an annual aggregate volume of business of approximately $4 million 
and by its sheer presence providing vigorous competition. Because 
of the tragic price war in Springfield, this company was one of sev- 
eral victims whose business wound up in the hands of Hood Milk Co. 
(The statistics referred to follow :) 


Springfield dealers—Massachusetts control area No. 6+ 





























Producer | Producer | Interme- 
Year Dealers dealers distrib- diate Other Total 
utors dealers 


me Doe Cob bo 


1 Embracing Springfield, Holyoke, Westfield, West Springfield, Agawam, Longmeadow, East Long- 
meadow, Wilbraham, Ludlow, and Chicopee. 


One of the smaller companies in this area during the price war was 
charged by the milk control commission of the Commonwealth with 
having made sales below cost. The difficulty encountered by the milk 
control commission was in the matter of determination of cost. A 
review of the financial statements of this company alleged by the milk 
control commission to have been selling below cost would indicate that 
such in fact was the case. It does not require a certified accountant 
to ascertain that when a company loses money each year, based upon 
reports submitted to it to the secretary of the state of the Common- 
wealth of Massachusetts, that something has been sold below cost. The 
important thing to recognize here, gentlemen, is that those who re- 
duced prices in order to meet his competition were in fact meeting an 
unlawful price and beyond this the question of their motives could 
only lead one to the conclusion that they were trying to eliminate him 
and others from the marketplace. 

It is very difficult for me to understand how this company whose 
financial statements have been submitted to counsel was able to exist 
on the basis of losing money year after year and still have the ability 
to borrow large sums of money. Most companies never can exist on 
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a going basis when their current liabilities at any point in time are five 
times their current assets, and you will notice, gentlemen, in the report 
filed in the year 1957 that this is the case. Study of this information 
makes me believe that there must be a ‘Santa Claus. 

Apart from these facts with respect to the Springfield market 
situation, the attached newspaper clipping clipped from the Spring- 
field Dairy News on August 9, 1958, indicates the extreme situation 
which has existed in the city of Springfield itself : 


[From the Springfield Daily News, Aug. 9, 1958] 
SMALL Datry OPERATORS VANISHING—ONLY ONE INDEPENDENT LEFT IN CITY 


TEEHAN’S DAIRY SOLE SURVIVOR OF TREND TOWARD VOLU ME PRODUCTION— 
CITY ONCE HAD 97 FIRMS PEDDLING MILK 


Business has soured for the small dairy operator and milk dealer in this city. 
F. B. Mallory, an important independent for many years, has gone. Skipton’s, 
another sizable operation, recently came to its end in bankruptcy court. A plan 
for reorganization by new interests for the manufacture of ice cream only hinges 
on the payment of $30,000 for partial satisfaction of creditors. The Mallory Co. 
was mare fortunate than Skipton’s—it found a buyer in H. P. Hood & Sons Co. 

The situation has so deteriorated that only one independent processing opera- 
tion—Teehan’s Dairy—-is left in the city. 

As the little fellows have died off, some of the big firms have put on poundage. 
There are three dairy plants in Springfield in addition to Teehan’s. H. P. Hood 
& Sons’ operation is far and away the biggest. The remaining two are United 
Dairy, a cooperative, and General Ice Cream Division of the National Dairy 
Products (Sealtest) Corp. The latter concentrates on ice-cream sales. 


What happened? 

Who or what has done in the little fellow? 

Talk to men in the business, and you hear mentioned as causes such things 
as the introduction of big milk containers, soaring labor costs, high-priced equip- 
ment, blended-milk formula. 

They find common ground of agreement on the increasing difficulty of the small 
businessman in any field to survive in the competition with the larger operators. 

Oscar Zucchi, Deputy Federal Milk Market Administrator, said: “As in most 
other areas of business, the big milk operators are better equipped for survival. 
They are more diversified and better able to compete.” 

He did mention a “special situation” in this area. That would be the market- 
ing upheaval caused by the sale of gallon and half-gallon containers of milk at 
a score of Norwood Milk Co. stores. Cheaper multiple-unit distribution enabled 
the Northampton firm to cut prices and undersell competitors. The big milk 
companies used every means at their disposal to fight Norwood. They were 
unsuccessful. But they were then able to adjust and adapt to the competition. 
Some of the small fellows were unequipped to do so. 


From 52 to 88 

In 1950 there were 52 “pool handlers’”—those who operate a plant and buy 
milk from farmers—in the Greater Springfield market area. The figure for 
1957, the latest, is 38. 

“A gradual attrition” is Mr. Zucchi’s description of the decline, which he says 
is a national trend. “The day of the small fellow seems past,” was his candid 
conclusion. 

Another authority who cited the decline in the number of dealers was Albert 
H. Fuller, managing director of the Hampden County Improvement League. 
He, too, is inclined to feei that the problems of the small businessman extend 
to every part of the business community. 

There were 97 peddlers competing in Springfield 22 years ago when Albert H. 
Dietrich, owner of Forest Park Dairy in East Longmeadow, went into business. 
He is most conversant with the complete local picture. He headed the Inde- 
pendent Dealers Association which in 1949 tried to prevent Federal control of 
milk handling in the Springfield marketing area. 

He commented recently that a national survey 12 years ago counted 45,000 
small milk dealers in this country. Ten years later, he said, the figure had 
fallen to 15,000, and the number is now believed under 10,000. 
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In his estimation, the imbalance of competitive strength is not altogether 


responsible for the small operator’s woes. Mounting labor costs is a common 
problem. 


Volume the key 


He is convinced that the small milk operator who goes into wholesaling is 
doomed to failure. Volume is the key to success in the wholesale operation and 
that now means an automation setup too expensive for the average small dairy, 
he said. For example, he cited a $75,000 paper machine used in the capping 
operation. 

The price is prohibitive for the small dairy whose only resource is to lease it 
on a per-thousand-quart royalty basis, in the long run much more costly. He 
mentioned Hood’s which has, he said, a filler machine that handles 84 quarts 
a minute and is completely automatic. 

Dietrich says his operation can only afford a filler geared to a 51-quart 
speed. Hood’s, he says, uses completely automatic washers with a 16-quart 
width. Forest Park Dairy uses a washer 8 quarts wide, and a man must 
operate it. 

Volume equipment orders enable the chain dairies to make deals for prices 
much lower than the small operators must pay. 

Mr. Dietrich said there is no longer any incentive for a farmer to sell his 
milk to an independent dealer, so the latter is often compelled to travel far 
afield to obtain his supply. The milk pricing situation is this: Reports on the 
disposition of milk, whether as class I (for whole consumption) or class IT 
(surplus used to make butter, ice cream, and cheese), are submitted to the 
Federal Milk Market Administrator by dealers each month. 


“Blend Price” 


On the basis of these, the administrator sets a “blend price.” Checks go out 
to producers based on the blend price. Class I milk brings a better price than 
the class II supply. Before Federal controls the farmer who could sell more 
milk as class I than class II naturally received a fatter check. But under the 
blend price system the basic price to the producer does not vary regardless of 
whether he disposed of 90 percent or 40 percent of his milk as class I. 

In 1949, 42 of the 48 dealers in the Springfield area, including all but 2 of 
the independents, organized in an unsuccessful attempt to block Federal con- 
trols. These controls were proposed by the New England Milk Producers As- 
sociation, a cooperative with its plant in West Springfield, and the United 
Dairy System. It was argued by the opponents that Federal controls would 
not benefit them but that producers and dealers would be placed at a distinct 
disadvantage in competing with the so-called Big Four. This group consisted 
of United Dairy, Hood, General Ice Cream and, ironically, Mallory. 

The most recent legislative controversy concerning the milk industry in 
Massachusetts occurred this spring when legislation was proposed which would 
have given the State milk control commission the power to fix the retail price 
of milk. This legislation failed of passage. Donald A. Grant, president of 
the Norwood Co., charged that the legislation was aimed at his operation by 
the milk monopoly lobby. He said that the desired enlargement of the com- 
mission’s powers would follow by a higher retail price that would force him 
to increase his price by 5 cents a gallon. 

Grant warning 

Mr. Grant contended that his multiple-unit distribution system had checked 
a boost in prices and dealer income. He warned that if the milk commission 
was allowed to dictate the retail price of milk, a consequent increase would go 
to producers whose receipts are controlled by Federal milk marketing orders. 

In addition, he said, milk price increases are usually reflected by a drop in 
the consumption of fluid or class I milk which would cut producers’ prices due 
to the supply-demand formula. 

Proponents of the bill said the legislation would help the dealers meet increas- 
ing costs and keep little dealers in business. Business failures were reported 
numerous due to in: bility to compete with the gallon-jug outlets. 


The market situation in Boston, as we have mentioned before. has 


been bad for many years. The industry’s thinking and policymaking 
has been pretty much dominated by the regional Goliath. 
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Pricing out of stores has been, and still is, most unrealistic in this 
area, partly due to price wars and in part because such pricing 
provides woefully inadequate store margins. 

In 1956, following many years of real instability, although on the 
surface things appeared to be normal, a dealer from Methuen, Mass., 
a family-type operation, introduced gallon jugs into several stores 
of the Great Atlantic & Pacific Tea Co. in the area north of Boston. 
Up to this time the Great Atlantic & Pacific Tea Co. was a Hood 
exclusive. 

Consumer pr ices for milk just prior to this price war, compared 
with delivered 3.7 percent class I milk prices federally established 
and still not providing at the time adequate store margins, were as 
follows: 


Margin Percent 
class I markup 





Out of store: ‘ents Cents 
Quart (homogenized) ; eek : 14. 68 
gallon (homogenized) - piitihde aed wie 5 29. 36 
Delivered to home: Quart (homogenized | 28. 14. 68 


The gallon jugs delivered by Brox—the smallest competitor—were 
priced to sell to the consumer out of stores as follows: 


Cost, classI} Margin Percent 
markup 


ima 
| 


Gallon. .-..... - adiivatacnntled ; 87 | 


28. 28 48. 2 


Cents | 6 S| Cents 


Early in November 1956, the Hood Co. dropped the price of the 
half gallon of homogenized milk 4 cents per half gallon throughout 
Greater Boston, and almost overnight all Great Atlantic & Pacific 
Tea Co. stores were selling milk in Greater Boston in gallon jugs 
and half gallons and dropped the consumer price of half gallon paper 
cartons of homogenized milk 4 cents. 

The consumer price of half gallon cartons of homogenized milk 
became: 


Cost, Margin | Percent 
class I | markup 


Cents Cents Cents 
Half gallon__-_-_- dais sia 47 29. 36 17. 64 


In about one-half the Great Atlantic & Pacific Tea Co. stores the 
gallons were Brox, and the other half Hood—all the half-gallon car- 
tons were Hood. 

In order that their customers would not be selling milk at a price 
higher than their competition, all milk dealers w ith store customers 
were literally forced to lower their prices to meet this market situa- 
tion. On November 8, 1956, our company dropped its prices in line 
with the Hood pattern in order to meet the demands of our customers 
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to meet the competitive pricing of Hood. There is no question in my 
mind that at this point every milk dealer in the area was selling half 

gallons of homogenized milk below cost from that date forward. 
reniy inadequate store margins depressed to a new low. 

One of the immediate reactions in the area to this situation was that 
a torrent of consumers poured into supermarkets to buy their milk 
requirements at “price war bargain” prices and this is where the 
beginning of the end appeared in sight for many small dealers, many 
of whom had no store business at all. 

Chaos in retail pricing at the home then commenced and has con- 
tinued ever since. Up to this point the half-gallon glass package at 
home delivery had reached the level of 10 percent of the total volume 
sold in this form 

Hood pressed for further half-gallon sales to the extreme disad- 
vantage of the small dealer for whom the additional investment for 
necessary equipment, containers, and cases was prohibitive. Hood 
also put into being retail discount plans by which they reduced the 
price of second and subsequent half gallon of home delivered homoge- 
nized milk by 4 cents a package throughout the Greater Boston area 
and there is no question in my mind that with this beginning, every- 
one selling to the home, including Hood, then began to sell at a loss 
and a substantial one. 

Many dealers felt forced to follow the suicidal lead of the market 
leader and adopted a sliding-scale discount plan, but soon found out 
that their own route delivery personnel were competing not with the 
sliding-scale discount plan but with a pricing system geared to the 
second half gallon under Hood’s plan. 

Gentlemen, this was bad enough, starting as it did in November of 
1956, and continuing right up until March 6, 1958, when a new gallon- 
jug operator from Rhode Isiand, whose cost of milk at the me was 
controlled by no State or Federal agency with respect to their sub- 
stantial sales in the southeastern part of Massachusetts, opened three 
stores. 


Immediately prior to these openings the store prices to the consumer 
were as follows: 




















Percent 
Price Cost, class I Margin markup over 
class I 
Cents Cents Cents 
eee Or CONG on. occ cwcscnesscunse 25. 5 13. 26 12. 24 92.3 
Half gallon of homogenized_....-..----- : 46.0 26. 52 19. 48 73.5 
Gallon of homogenized_-...-... 85.0 | 53. 04 31. 96 60.3 
The new operator published prices and sold as follows: 
| Percent 
| Price Cost, class I Margin markup over 
class I 
| Cents Cents Cents 
PING 6 ooo 2 ek See 74 53. 04 20. 96 39.5 
Miatfwations (glans)... 5. <. << nencinpencannne | 38 26. 52 11.48 43.3 
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In the first instance Hood and other dealers in order to put their 
store customers in a position to meet these prices reduced their prices 
to their own customers in the immediate area of the particular stores. 
This was called containing the price war. The trouble is, however, the 
no man’s land area between stores gradually filled in so that by 90 
days later all of Greater Boston’s prices were depressed to a fatal 
level. 

Subsequent to this we had the action as described by the attorney 
general and the chairman of the milk control commission this morn- 
ing, and we then came to the situation where the price schedule estab- 
lished by the milk control commission came into being. Most dealers, 
as Mr. Hart explained this morning, followed the recommended price 
guide letter, except a couple of them. 

Home delivered prices now tumbled to a new low following the new 
Hood price drop and in June 1958 had reached this level: 


Percent 




















| Price Cost, class I Margin markup over 
class I 
Cents Cents Cents 
I i a ae 51 23. 30 27.70 118.9 
er BE deka oe ebdcchbbke cs asthe Deda 42 23. 30 18. 70 80. 3 
And the store level was— 
| Percent 
| Price Cost, class I Margin | markup over 
| class I 
Cents Cents Cents 
Half gallon (paper)............--- Sep kee a tak 34 23. 30 10. 70 45.9 
Gallon (glass) _........-- Dh dde bo thn Ste.’ ee 67 46. 60 20. 40 43.8 
Half gallon (glass) paced Sind apni te 34 23. 30 10. 70 45.9 


From the early part of March the milk control commission authori- 
ties in this Commonwealth were made aware of this chaotic pricing 


condition. The commission in April appointed an industry advisory 
committee as follows: 


April 8, 1958: 
Morgan Baxter, Woodland Dairy, Inc. 
E. D. Buckley, Edward D. Buckley. 
W. Edward Burke, Fisher Dairy, Inc. 
David H. Buttrick, David Buttrick Co. 
Leslie M. Chapin, Geo. L. Chapin Dairy, Ine. 
Ernest Clivio, Sunnyhurst Dairy, Inc. 
Bavel L. Cummings, B. L. Cummings Milk Co. 
G. D. Geoghegan, Sunshine Dairy, Ine, 
Rocco L. Grasso, Needham Dairy, Inc. 
J. Peter Griffin, Joseph L. Griffin Dairy. 
Charles E. Herlihy, Whiting Milk Co. 
William N. Jackson, Waveney Farms. 
Leo G. Maher, Deerfoot Farms. 
Francis W. Manning, Thatcher Farm Dairy. 
William A. McAdoo, William A. McAdoo. 
Donald McNeil, Fairview Dairy. 
Thomas Musgrave, Musgrave’s Tower Farm, Inc. 
Arthur A. Putnam, General Ice Cream Corp. 
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Fred S. Raymond,’ United Farmers of New England, Inc. 
A. Glenn Simm, J. B. Prescott Co. 

Manton Spear, C. W. Spear, Inc. 

Charles H. Taylor, Producers’ Dairy Co. 

William C. Welden, H. P. Hood & Sons. 

Allan R. White, White Bros. 

Edwin C. Woodland, Woodland Dairy, Inc. 


James L. Woodsom, Association of Northeast Milk Dealers, Inc. 
Subsequent : 

Daniel Garelick, Garelick Bros. Farms. 

Paul Farrar, David Buttrick Co. 
August 13, 1959: 

John J. Connors, Ware Dairy, Inc. 

N. James Brox, Brox Dairy. 

J. P. Dacey, Dacey Bros. 

Demetrios B. Haseotis, Cumberland Farms. 


This committee held several meetings with the milk control commis- 
sion. 

In May 1958 a petition was submitted by a group of Massachusetts 
eon petitioning for action under one of the sections of the State 

aws of the Commonwealth. 

On July 23, 1958, the commissioner published notice of a hearing 
to be held in respect of the possibility that the milk control commis- 
sion might develop a cost and statistical questionnaire from which, 
at a minimum of expense and time, it could determine the costs of 
certain key packages being sold in the Greater Boston area and the 
sales prices which were being charged. It was I at this hearing who 
espoused a comprehensive questionnaire, including an annual certi- 
fied earnings statement for the most recent 12-month period preceding 
the then hearing, to be accompanied by an earnings statement for a 
recent month, and we had suggested June of 1958 as the month. 
Hood fought this approach. They intended and desired a state- 
ment of cost differentials to be submitted by a limited few who sold 
half gallons of milk in paper and milk in gallon jugs. They knew, 
as they now know, that it is impossible to develop a cost differential 
statement. unless one has first prepared a complete cost detail summary 
from which such a comparison could be extracted. They also knew 
that for many smaller dealers the comparative profit and loss state- 
ment, using the most recent full year in comparison with a recent 
month, would be the ideal method of quickly arriving at the facts. 
The hearing record on this subject has been submitted to counsel 
for the record. 

Subsequent to the hearing, a group of accounting people from the 
various companies met in the office of the milk control commission to 
discuss the form and style of questionnaire. Representatives attended 
from probably 95 percent of the market, volumetrically speaking, and 
a questionnaire form was worked out. 

The Governor provided funds from his special budget to take care 
of the cost of printing, mailing, and compilation of questionnaire 
forms and instruction sheets which the commission mailed to 172 
milk dealers in Greater Boston. Copies of the questionnaire are 
herewith submitted. 


1 Resigned. 
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In the Hood employee and producer magazine for June—July 1958, 
there was published the following article: 


CONTINUATION OF BostoN MILK Price War SEEN REAL THREAT TO INCOME OF 
DAIRYMEN WHO SELL To THIS MARKET 


EpiItor’s Note.—The Boston milk price war started early in March when a company 
operating a chain of stores specializing in dairy products moved into the Hub and started 
selling milk in gallon jugs to consumers at the considerably reduced price of 74 cents a 
gallon. (As of June 1 the price dropped as low as 67 cents.) 


Long-established Boston market milk dealers were forced to reduce the price of their 
milk in gallon jugs or stand to lose business which they had built up over a long period of 
years in all of the sections of Greater Boston where the cut-price dairy stores were opened. 

As the Milkpail goes to press, this milk price war is going strong and there is every 
indication that it will continue for quite some time to come. How will it affect the income 
of dairymen selling milk in the Boston market? Will it eventually put a number of 
dealers out of business? Has the price war made consumers price conscious to the degree 
that quality and service will mean little in the future? 

This publication believes that its readers want the answers to these and many other 
questions which have arisen since the milk price war started in Boston. That is why it is 
devoting considerable space in this issue to the situation. 

The Boston milk price war has reached that stage where it not only threatens 
to put a number of dealers out of business but may, in the near future, bring 
about conditions which will reduce the income of many dairymen who sell their 
milk to this market. 

This is the opinion of a number of market specialists who add that if the price 
war continues for an extended period of time it may also bring about a number 
of changes in milk marketing in the Boston market. 

These men who have studied the history of milk price wars in other parts of 
the Nation differ sharply with those who are saying that cut-price milk in gallon 
jugs and 2-quart containers means materially increased milk sales, higher prices 
for dairymen, and decided advantages for milk consumers. 

These market experts point out that since the price war started in Boston, 
milk sales have been on the downgrade. 

Some agricultural economists blame the recession for the reduction in milk 
sales but experienced market specialists point out that these economists have 
no statistical evidence to back up this assumption. 

What is evident even to the casual observer is the fact that if the Boston milk 
price war has resulted in any increase in sales, this increase has been so small 
that it has failed to stop the drop in total market sales. 

n the meantime many dealers in the Boston area have experienced a consider- 
able decrease in the home deliveries of milk, as many of their customers turned 
from doorstep delieveries to purchase cut-price milk in stores. 

Experienced market specialists point out that if this trend continues there 
is little doubt that a number of these milk dealers will be forced out of business. 

Should this happen, many dairymen who have been selling milk to these 
dealers might go unpaid. 

These same market specialists also warn that if this Boston price war con- 
tinues at its present pace, a number of dealers, who have been paying dairymen 
quality premiums for milk sold in this market, may be forced to materially 
reduce or completely suspend premium payments. 

In explaining this statement, these specialists say that the price war has made 
consumers in the Boston market extremely price conscious, that the market for 
higher fat, premium grade milk is steadily decreasing, and that milk dealers 
may have no other choice except to reduce or suspend premium payments to 
producers shipping to the Boston market. 

Those who have made a study of milk price wars in the United States point 
out that they started in certain sections of the Nation some 18 or 20 years ago. 
In the New England area, the first price war started in Springfield, Mass., some 
4 years ago in August 1954. Later it spread to other Massachusetts cities 
including Worcester, Attleboro, Fall River, New Bedford, Brockton, Quincy, 
Natick, and then Boston. 

In this area the gallon jug operators have advertised prices through their 
specialty stores at anywhere from 5 to 10 cents a quart below the retail home- 
delivered prices for single quarts. 

Over a long period of years, established milk dealers have continually worked 
to improve milk quality and sell premium grades. Millions of dollars have been 
spent to give the public a better quart of milk. Other millions have been spent 
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to improve service to the public and milk price wars not only threaten continued 
progress in the industry but work to the detriment of dairymen, milk dealers, 
and even consumers. 

In 1955, Dr. Stewart Johnson, of the University of Connecticut, a topnotch 
agricultural economist, made a study of milk sales in gallon jugs and reported 
that he could find no evidence that it was a dependable builder of class I sales. 

He also said that in some markets throughout the Nation reports indicated 
that the use of the gallon jug has even resulted in general disorganization in 
these markets. 

In explaining why some newcomers in milk distribution have adopted the 
gallon jugs, Dr. Johnson says: “Gallon jugs are an effective way for a new- 
comer in milk distribution to get publicity and rapidly build up volume of sales. 

“If this newcomer cuts prices on quarts, many will think he is selling an in- 
ferior product. If he cuts prices on gallons, many will think he is just passing 
along savings in processing and container costs. If there is some regulation to 
overcome, and sales in gallons can be made a ‘crusade,’ so much the better for 
the newcomer.” 

In concluding this report Dr. Johnson makes it plain that gallon jugs have 
principally been used by so-called newcomers in an attempt to “raid” the con- 
sumer business of long-established dealers and that even if such practices 
result in “stealing” business away from these dealers even for a short period 
there is no evidence that gallon jug sales have proved a blessing to dairy farmers 
as a means of increasing class I sales. 

Other well-known economists point out that whether it is a milk price war or 
a gasoline price war, everybody eventually loses. 

The industry reports were submitted to the Commission. Gentle- 
men, here for the first time in the history of the United States a State 
milk control commission authority had in its possession, signed under 
penalties of perjury, cost statements accompanied by minimum price 
data which proved that every milk company in the area was selling 
most of its product at prices which were below cost in violation of 
the laws of the State and the Nation. What better evidence of domina- 
tion of a market can possibly be developed other than the notices in 
the obituary columns to indicate the fatal road which all were travel- 
ing toward the ultimate doom of the milk industry in the Greater 
Boston area? There is only one company which could have survived 
for long under the conditions exposed by these questionnaire reports, 
and after all were dead and buried, the one remaining company could 
have picked up all the chips and then there would have been no ques- 
tion about a price war. Harmony would be restored. There would 
have been no other milk dealers. 

It is obvious from the questionnaire report filed by the regional 
leader itself, and which is now a matter of public record, that they 
themselves were losing something in the vicinity of $125,000 a month 
alone on half-gallons of milk. Their own cost report says this, gentle- 
men, and in order that you may have an opportunity at your leisure 
when you return to Washington to see these very things for your- 
self, there is attached a certified copy of the questionnaire filed by 
Hood based upon its operations for the month of June 1958 with ac- 
companying statistics. Gentlemen, this is a very interesting report, 
and it is worthy of being considered by your committee in carrying 
out the intentions and recommendations which are shown on page 3 
of the interim report which was filed with the Congress of the United 
States on July 27, 1959, because in your recommendations where you 
say in item No. 1 on page 3 “require publication of prices, discounts, 
rebates, allowances, commissions, loans, and gifts by all sellers,” this 
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information, while valuable, is not enough without complete cost 
information. 

The milk control commission caused the cost reports to be com- 
niled by an eminent firm of public accountants—Charles F. Ritten- 
foun & Co., of Boston—and of September 3, 1958, the milk control 
commission announced a public hearing to be held 9 days later to re- 
view the facts. 

While preparation for the hearing took the form of discussions 
among several dealers with respect to their associated participation, 
the fact remains that the only words uttered by the Hood representa- 
tive were: 





It is Hood’s longstanding position that under normal circumstances, fixed 
minimum prices are not necessary in a market regulated by a Federal milk 
order. 


In special emergencies, some such action may be necessary. If the commis- 
sion finds that an emergency is threatened, then Hood would favor the com- 


mission taking whatever action is necessary to prevent or prohibit sales at levels 
below cost. 


Hood sees no necessity for action on sales to hotels, restaurants, institutions, 
or on sales to retail customers. 

The milk control commission subsequent to the hearing, and in 
spite of sincere opposition by man, established temporary minimum 
consumer prices. This in their judgment was the best available way 
to cope with a situation which in their prophetic wisdom they could 
see would result in a matter of months in the elimination of all but 
one milk company in Greater Boston. 

The graph herewith submitted points out the degree to which prices 
were in part restored. The commission’s action in publication of 
minimum resale prices was immediately attacked from all quarters. 
Many who criticized their actions were honest and well-meaning. Of 
this there can be no doubt. In the case of others, however, it ap- 
peared to us that certain forms of attack were directed by the Hood 


The day following price publication Hood sought an official review. 
In compliance with executive orders the Commission announced re- 
view hearings and demanded a new set of questionnaires based on 
October 1958 costs from the industry. A sample of this new ques- 
tionnaire containing the certified figures of the regional leader is ap- 
pended hereto and once again this questionnaire proved that the ma- 
jority of milk products being sold in the month of October 1958 were 
still being sold below cost in violation of State laws. 

The review hearings of the milk control commission and the decision 
emanating from these hearings was subject to review by the milk 
regulations board of the Commonwealth which in its judgment on 
June 30, 1959, chose not to approve the actions of the Commission. 

Perhaps anticipating this, the Hood Co. on June 29, 1959, an- 
nounced to its customers and to the trade in general that its prices 
for the ensuing month—July—would remain at the same level as in 
June, even though the class I price payable to producers commencing 
July 1 was scheduled to increase under Federal Milk Market Order 
No. 4 at the rate of 1 cent per quart. On July 1, 1959, subsequent to 
the decision by the milk regulation board and following Hood news- 
paper advertising market prices tumbled once more and Boston was 
again in the throes of a chaotic price war. 
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The consumer pricing level was now as follows: 





| Percent 
Price | Class I cost Margin markup over 
13 class I 
Out of stores: Cents | Cents | Cents | 
16 gallons, homogenized (paper)_--...-.---- 38 | 26. 52 11. 48 | 43.3 
Gallons, homogenized (glass)........---.--- 73 53. 04 19. 96 37.6 
At home: 
Ist % gallon, homogenized_-_........-------- 44 26. 52 17. 48 65. 9 


2d 44 gallon, homogenized.------ sees ts ae 40 | 26. 52 13. 48 50.8 


Based upon the last cost questionnaire submitted by the Hood Co. 
for the month of October 1958, and adjusting the October 1958 class I 
cost of milk to a July 1959 level, Hood was at this point selling below 
cost at least as follows: 

[In cents] 





; 
| Price Hood cost Loss 
= ncincemoagatiits WtiieidianaMtiai oie ease 
At stores: | 
14 gallon, homogenized (paper) - | 35 39. 74 | 04. 74 
Gallon, homogenized (glass). _.......--....-----.---.-. raf 68 78. 32 | 10. 32 
At home: | 
Ist 4% gallon, homogenized _. fe Sere ee 44 | 49. 02 05. 02 
es SI TRI I ois ic issn, nen cso dn edein dep oh ben 40 49.02 | 09. 02 


One again, both at the store level and at the home-delivery level, 
the Greater Boston market was forced to follow the Hood pattern, 
one way or another, or lose their customers to Hood. Miultiple-pric- 
ing plans at retail, loss of retail business to stor es, route consolidations, 
loss of earnings for home- delivery routemen, sale of small companies 
bec 
pany’s profit-and-loss statement showed redder ra redder. 

As a result of a conference called by Mr. Edward J. McCormack, 
attorney general of the Commonwealth of Massachusetts, of most of 
the milk dealers selling at wholesale in the Greater Boston marketing 
area on August 11, 1959, at which conference there were also present 
Mr. Daniel J. Hart, chairman of the Massachusetts Milk Control 
Commission, and Mr. James Dougherty of the New York office of the 
Federal Trade Commission; at which conference Attorney General 
McCormack pointed out that it was illegal to sell below cost under 
Massachusetts law and Mr. James Dougherty pointed out it was 
illegal under Federal law to sell below cost except to meet the legal 
price of a competitor; on August 17, 1959, Boston milk dealers began 
to sell half gallons of homogenized milk in paper cartons to stores 
at 42 cents per half gallon and gallons of homogenized milk at 78 
cents. All chains and independent stores sold out of their stores at a 
= of at least 45 cents for the half gallon and 83 cents for the 
gallon. 

Cumberland Farms stores in the area increased their prices from 
the prevailing market out-of-store price of 40 cents per half gallon 
(whether glass or paper) to 42 cents and from the prevailing market 
out-of-store price of 77 cents to 81 cents per gallon. 
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The new consumer pricing level can then be digested as follows: 


3 Present 
Price Class I cost Margin markup 
over class I 
percent 
Out ol stores: Cents Cents Cel 
One-half gallons, paper $5 27. 48 17. 52 63.8 
Gallons, glass. é Sb 54. 96 238. 04 21.0 
Ont of Cumberland stores 
One-half gallons, glass. : 12 27.48 14. 52 2.8 
Gallons, glass-_.- sl 54. 96 26. 04 47.4 
At home: 
ist half gallon : 54 27. 48 26. 52 Ht 
2d half gallon- -- 50 27. 48 22. 52 81.9 


It is, of course, obvious that store margins were still woefully 
inadequate. 

On September 1, 1959, the producer class I price advanced 44 cents 
per hundredwe ‘ahi approximately 1 cent per quart, and the market, 
ull aspects of it, advanced all packages at the rate of 1 cent per quart. 

The fact that Cumberland Farms Stores were selling the gallon 
jug at 2 cents per gallon or half-a-cent per quart below other stores and 
their ere gallon glass jug of homogenized milk 3 cents per half 
gallon, or 114 cents per quart below other prores who sold their half- 
gallon pai nized milk in the paper carton, had no apparent effect on 
the movement of milk from any store oaahiis to Cumberland Stores. 
There was no pressure on the Whiting Milk Co. from its chain accounts 
to lower prices to the Cumberland Stores’ level, but shortly after noon 
on September 30, 1959, the Hood Co. notified its competitors that in 
the following list of cities and towns they intended to reduce prices: 


Malden Everett Arlington 
Chelsea Medford Charlestown 
Cambridge Somerville Mattapan 
South Boston Dorchester Forest Hills 
Roxbury Jamaica Plain Roslindale 
Lynn Waltham (downtown) West Roxbury 
Quincy Norwood Brockton 
Hyde Park Burlington Westwood 
ekg fer Taunton Seekonk 
The Attleboros Franklin 

North Reading Revere 


Downtown Boston bounded by Stuart Street, Huntington Avenue, Newton 
Street, Berkeley Street, and Dover Street. 

Although there was no change in the class I cost of milk between 
September and October, this new price drop was at the rate of one-half 
cent per quart on half gallons of homogenized milk in paper and one- 
half cent per quart on gallons of homogenized milk. The reason 
advanced was that Hood had to put the Great Atlantic & Pacific Tea 
Co. and their other customers in position to meet the Cumberland 
prices. This action was to be taken completely disregarding the warn- 
ing against sales below cost as issued by the attorney general of the 
Commonwealth of Massachusetts and a representative of the Federal 
Trade Commission of the United States of America. 

The territory in which the Hood Co. announced their intended 
price drop by no means embraced all of area No. 17—instead it was 
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a gerrymander of cities and towns in which Cumberland sold milk— 
or in one instance, the Charlestown section of Boston from which 
Cumberland’s Somerville store drew many customers. In my opinion 
the Hood Co. deliberately dropped its prices without any regard to 
actual costs, discriminated among its customers as to price in a spirit 
of vindictiveness toward Cumberland Farms who are, after all, not 
Hood’s competition but Hood’s customers’ competition. And surely 
the Hood Co. knew what the consequences would be among its com- 
petitors for they had the composite of the June 1958 and October 
1958 cost questionnaires—they were knowledgeful of this on labor 
cost resulting from the 1959 union labor negotiations even though they 
are nonunion for they have granted wage increases as a result of the 
union negotiations. And finally, how they even figured they could 
control this new stage of a price war to their self-designed gerry- 
mander in view of the futile efforts in the spring and summer of 
1958 to “contain” a price war, I don’t know. Perhaps the correct 
interpretation is that it was one more deliberate attempt to drive 
Whiting’s and other small competition to the wall, to make of Boston 
a one- or two-company monopoly as they have done in Springfield, at 
least at the wholesale level. 

And what happened on the morning of October 1, 1959? The Hood 
routemen were armed with the new lower pricelists, but the Great 
Atlantic & Pacific Tea Co. store managers and dairy department 
managers apparently had not been advised of the price change. De- 
spite urgings of Hood white-collared salesmen, overhead by our own 
salesmen, the Great Atlantic & Pacific Tea Co. stores would not drop 
their prices until “notified by headquarters.” The noon editions of 
the Boston papers carried a Great Atlantic & Pacific Tea Co. ad of 
lower milk prices—prices of 46 cents for a half gallon of homogenized 
milk in a paper carton and 85 cents for a gallon jug. 

Once again the desire of the monopolistic giant, H. P. & Sons, 
had its way in the market. By the next day prices were down in the 
gerrymander, indeed pretty generally through Greater Boston, to 
the Hood pricing of 43 cents per half gallon of homogenized milk 
in paper and 80 cents per gallon and the Great Atlantic & Pacific 
Tea Co. out-of-store price of 46 cents per half gallon of homogenized 
milk in paper and 85 cents per gallon. Needless to say, whatever the 
home delivery pricing plan had been, the half gallon and gallon jug 
at retail were also depressed at the rate of one-half cent per quart 
in, at least, half gallons and gallons. 

There is attached as a separate exhibit, a graph entitled “Com- 
parative Margins Per Quart—Half Gallons Out of Stores—Hartford 
Versus Boston,” the facts for which were taken month by month for 
the last 4 years from the Monthly Fluid Milk and Cream Report pub- 
lished by the Crop Reporting Board of the Agricultural Marketing 
Service, U.S, Department of Agriculture, Washington, D.C. This 
report with which your committee is quite familiar, I am sure, re- 
ports each month the class I prices paid to farmers in all the major 
fluid milk markets in the United States, and in addition reports the 
prices paid by consumers in each of these markets. In many cities 
the consumer price is reported in terms of a range—a low and a 
high. For purposes of this graph preparation the lowest was taken 
in every instance. The class I price payable in Boston and Hart- 
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ford during this period was identical. This graph, gentlemen, indi- 
cates that the Hood Co. which operates both in Boston and in Con- 
necticut was able to subsidize admitted price war losses in Boston by 
gouging the consumers of our neighboring State. This price goug- 
ing, however, gentlemen, is not limited and has not been limited to 
Connecticut alone. 

The next chart entitled “Comparative Margins Per Quart—Half 
Gallons Out of Stores—Major New England Cities,” which is also 
attached, indicates the margin prevailing in the month of November 
1959 in each of the major cities of New England applying to half 
gallons of milk processed and sold in each of these cities by the Hood 
Co. These facts are a matter of public record and can be determined 
by anyone interested enough to look into these monthly reports. 

There is a third graph entitled “Comparative Margins Per Quart— 
Half Gallons Out of Siiten--Mkien U.S. Cities,” which we have also 
attached as an exhibit. This graph compares the margins per half 
gallon in some of the other major cities of the United States outside 
New England with the present margins prevailing in Boston, Spring- 
field, and Fall River, Mass. 

You will note, Mr. Chairman, that the margin in your home State 
of Oklahoma is 1214 cents per quart. You will notice, Mr. Congress- 
man Derwinski, that the margin in Chicago, IIl., is 12.2 cents per 
quart. 

Compare, gentlemen, if you will please, the margins in your own 
States with the current margins existing in three key areas in the 
Commonwealth of Massachusetts, all subject to Federal orders and 
all destined to bring chaotic conditions and ultimate monopoly to the 
New England region. 

If there remains after this hearing any doubt as to the effects of 
price wars in a market, I would suggest you use your subpena powers 
to extract from the Internal Revenue Service the tax returns of various 
companies in this area and examine them very carefully. I am sure 
that you will find that most companies in 1958, and probably 1959, 
have fallen substantially short of breaking even, apart from yielding 
to their stockholders a reasonable return. You will also find, I am 
afraid, that many of the tax returns you might examine could very 
well be the last tax returns that some companies will file because by 
the time the next return period comes around, they will have been 
out of business. 

When the Hood Co. will say to a representative of the second 
largest company, that is, ourselves, that this price war will Jast until 
Cumberland is out of business, the future does not hold very much for 
those of us who have no desire to put anyone out of business but to live 
in free competition on a respectable basis without bowing our heads to 
any power. It is obvious to us that the cause of the price war in 
Boston cannot be, and could never have been, a small company which 
probably at the maximum has never enjoyed more than two percent 
of the Metropolitan Boston marketing area. This has been the ex- 
cuse, but certainly cannot be a valid reason. 

A price war need not necessarily take the form of a violent price 
reduction which throws an entire industry into overnight chaos. 
There are many other forms of waging war which we might call the 
“cold war” type of operation which can do a great deal of damage 
and which actually are the evils upon which monopoly feeds. 











478 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


In the area of unfair trade practices the milk industry probably has 
no equal. It does seem rather ridiculous that in an industry whose 
raw material costs are established by the Federal Government so that 
the basic cost is virtually identical for all dealers and in an industry 
where, generally speaking, the wage level paid is generally uniform 
in a market, that competitors would not adopt the reasonable “live 
and let live” attitude and compete as gentlemen on the basis of quality 
and service. While this latter mode of competition seems to prevail 
in many other businesses, the milk industry, while seemingly clothed 
with respectability, harbors the most vicious trade practices that can 
be found. 

As I have mentioned earlier, price wars in Boston did not start in 
1958 or 1956, but obviously, according to Massachusetts House Re- 
port No. 328, of 1936, which well describes the possibilities of cut- 
throat competition and monopoly, the trade practices which cur- 
rently exist are nothing particularly new. 

According to a recent survey, many States in the United States have 
rather comprehensive laws with respect to ways of curbing what are 
generally described as unfair trade practices. We have such laws in 
Massachusetts. 

Admittedly, the enforcement of such laws may post problems to 
the enforcement agencies charged with the responsibility of enforce- 
ment but it is apparent from legislative reports over the years in 
Massachusetts that much might have been done, but has not. been done. 

Unfortunately public apathy, and in some cases, legislative un- 
awareness toward the problem have brought about perhaps a reduc- 
tion of control authority budget to the point that while laws exist, 
there is an inadequate staff for enforcement or perhaps the problem 
has reached such proportions that it becomes almost impossible to 
conceive a method of enforcement. 

Illegal discounts, rebates, kickbacks, run rampant in this industry, 
bearing no relationship whatever to the volume of business with the 
account, the possible delivery expense savings that might be enjoyed 
by the size of the delivery or any other rational factor by which a 
justifiable and honest discount method might be applied. A dog-eat- 
dog method of doing business has developed to the extent that cash 
loans, free equipment, and unwarranted credit terms are made and 
extended beyond all reasonability. Advertising allowances, signs, 
combined product deals, and free merchandise have replaced quality 
and service as the competitive argument. Bank rolling of customers 
has become so common that the smaller sized dealer and even some 
of the larger ones without the high resources of some cannot even come 
close to approach customers who by force of habit in many cases 
unfortunately seem to say in the opening conversations “unless you 
can do better than so and so, don’t bother me.” 

Because of the greed for volume with complete disregard of end 
results, many dealers have gone to “back room” pricing systems, 
which, if they employed with every customer to whom they sell or 
even a large majority of such customers, would put them into bank- 
ruptcy overnight. 

The milk industr y today stands at a crossroads—to choose one road 
will only prolong the eventual doom of the milk industry and will 
eventually cause a frightening increase in the cost of this vital product 


KR 
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to home consumers, the aged, the children in school, the patients in 
hospitals, and the allie forces. There will be such an inflation in 
prices chargeable to this latter form of customer that it will be truly 
a tragic situation which can very well result in the subsequent develop- 
ment of the milk industry as a public utility, driving more and more 
milk companies out of business. 

The other road to take is the one where the caution light is blinking, 
before entering which those in this industry will pause to consider 
what they are ‘doing. If this industry continues its suicidal pricing 
and trade practices, there will be no person who can afford to buy a 
quart of milk and have it delivered at the home, and the losses which 
the industry will incur over a period of time will bring about a com- 
plete demoralization of this industry. 

[ cannot imagine that the consuming public of New England would 
want this, nor can I imagine that elected representatives and con- 
stitutional officers of the New England States would tolerate it. Yet 
this is the course which is being followed today unfortunately by 
many in this milk industry. 

Certainly the American way of life which many have fought and 
died to protect does not mean monopolistic concentration of an in- 
dustry so vital, which was described several years ago as the third most 
important industry in Massachusetts, and among the top six in the 
country. Certainly the introduction of Federal and State laws which 
will preclude and positiv ely enforce laws and regulations preventing 
vicious trade practices, including sales below cost, is not only desirable 
but of vital necessity. We must find a way out of the jungle i in which 
this industry now finds itself. 

In four of the six New England States, the price which the con- 
sumer pays is established by a State milk control authority. I submit 
to you as exhibits the State pricing orders now in effect in the States 
of Maine, New Hampshire, Vermont, and Rhode Island. Lest it be 
misunderstood, I am not suggesting or recommending that the price 
consumers pay in Massachusetts or Connecticut be established by the 
State nor at the same time do I wish to engage in argument with the 
enlightened officials of the four States which currently establish resale 
prices. I do, however, feel that it would be imprudent not to consider 
the prices which consumers are paying in Maine, New Hampshire, 
Vermont, and Rhode Island. However, gentlemen, it is wrong to look 
at the price itself and say that because the price is 52 cents in Augusta, 
it should be 52 cents in Boston, or that because the price is 53 cents 
in Hartford, Conn.—not under State control—that it should be 53 
cents in Boston, also not under State control. 

It is essential in consideration of the price which the consumers 
should properly pay for the quality and service such a consumer wants 
and demands that the farm price base which is established by the 
State or Federal Government should be considered as the first point 
in establishing what the price to the consumers should be. 

In discussion of this subject, I recognize that I, as the president of 
the second largest milk company in New England, seem to be taking 
grave risks on a subject so controversial as the price of milk. It is 
my considered judgment, however, that the intelligent consuming 
public and the intelligent people in the legislatures of New England 
and yourselves are probably at this time ‘sick and tired of pretense 
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and a pseudoexpertness from self-serving industry professionals. 
Frankly, the word “milk” in terms of pricing seems instantly to 
produce more experts than any other subject. Most people wind u 
with this subject with pronouncements that the prices are too hig 
and this is not peculiar to New England, but you have probably found 
this to be true around the entire country. It would be my guess, 
however, that on a per capita basis, we have more experts in Massa- 
chusetts than anywhere in the universe on the subject of milk costs. 
This no doubt traces itself to a cost study developed in our State in 
1936 at tremendous cost—a study which has been referred to all over 
the country as “first” in laudatory terms. The local industry, domi- 
nated as it has been by large companies for many years, has never had 
the courage and integrity to tell the public the clear honest above-the- 
table facts because of fear of stepping on someone’s toes or the pos- 
sible, and I might add, unwarranted fear in my opinion, of losing 
substantial blocks of business. 

We are proud of the thousands of valued customers we serve, both 
large and small, and apart from our obligation under subpena to tell 
Congress the facts, we feel a deep responsibility and duty to inform 
our valued customers of the facts with respect to the challenging 
problem of the future of the milk industry of New England. 

It is possible that after our statement today, we may lose some 
accounts. I hope this is not so. I would hope that our customers 
will have an even greater respect and, therefore, greater loyalty to 
our company because we will have proven to be honest and as our 
statements will be reliable and honest, they can take these as an indi- 
cation of the honesty of our products and our service. We hope that 
our customers will understand that we prefer to treat everyone on 
a fair, square, even, above-the-table basis and that we do not like, any 
more than they do, pricing practices which favor anyone else at their 
expense. We do not, by our own choice, wish to discriminate between 
one class of valued customer and another class of valued customer. 
We seek business from all classes of customers and are proud that 
we serve all classes. We are anxious—extremely anxious—to see cor- 
rected the injurious pricing and other practices of business which 
cause any group in the consuming public to subsidize any other group, 
because this is not justice. This 1s not equity. This is not honesty. 
This is not the American way of life. These are not high sounding 
phrases. This is the way we feel. 

We are not anxious, by our pricing methods, to put out of business 
any honest gallon jug operators nor do we believe it is fair to fail to 
recognize bona fide cost differentials within products or packages with- 
in this industry, where they exist. 

There are several ways of approaching the question of industry 
costs. There are many who, in their attempts to confuse both the 
public and the Government, would overcomplicate this business. They 
will insist that in such a highly complex business as the dairy indus- 
try that it is impossible to determine costs. They will insist on high 
sounding economic philosophies instead of talking about the raw 
facts of life. 

There is really nothing more complex about this industry than any 
other. If those engaged in the industry sell their products for more 
than they cost, they have made a profit; if they sell their products 
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for less than they cost, they have suffered a loss. This carries all the 
way back to the farmer and in reality carries forward to the customer, 
who is bound ultimately to suffer in the form of higher prices and 
lower quality unless every segment of the industry is allowed to earn 
a reasonable level of profit. 

In 1949, based upon operating costs for the months of August, Sep- 
tember, and October of that year, seven companies—members of the 
Association of New England Milk Dealers—prepared cost data rea- 
sonably carefully worked out for submission to the joint committee 
on agriculture of the Commonwealth of Massachusetts. This cost 
material was submitted to the public accounting firm of Charles F. 
Rittenhouse & Co. of Boston for compilation. The exhibit attached 
has been copied from this report, the original of which is in the hands 
of your counsel. The companies whose figures were contained in the 
compilation included: H. P. Hood & Sons, Whiting Milk Co., White 
Brothers Milk Co., United Farmers of New England, Inc., and three 
others. 

These figures were carefully assembled and were presented to the 
commission of the legislature at a time when the legislature was dis- 
cussing the need and advisability for the many grades of milk then 
being sold in the market. Senate Report No. 600, dated April 1950, 
was developed subsequent to this presentation, although the presen- 
tation itself was not made a part of the senate report. 

You will notice on the second sheet of this exhibit that we have 
included the class I price of milk as that which is in effect for the 
month of February 1960 in the Boston area and have modified wage 
rates by virtue of the percentile increases in wage costs which have 
taken place since 1949. On this basis, the current industry costs for 
these seven companies, were they all now doing business in Boston, 
would develop to be as shown on the exhibits entitled “Operating Costs 
of Seven Milk Dealers Projected From 1949 to 1960” and “February 
1960 Projected Dealer Costs—Boston.” I would assume that with the 
permission of the reporting companies, respectively, your subcommittee 
could have access to the indiivdual cost reports filed by the respective 
companies. You certainly have permission to examine ours. 

A while ago we quoted from the Office of Price Stabilization regu- 
lations established during the Korean emergency. While the Korean 
war was going on, with several States out of 48 not subject to resale 
pricing established by the State, it became necessary for the Federal 
Government to establish a procedure by which justifiable cost in- 
creases in milk and in processing and distribution costs could be 
recognized toward the end of raising prices where it was found to be 
necessary. This, again, as you recognize, is completely in consonance 
with the intentions of all Federal regulations with respect to the milk 
industry. 

The Office of Price Stabilization established an Advisory Committee 
to develop not only the regulations themselves but the procedure by 
which the proper kind of information could be assembled and re- 
ported to the Office of Price Stabilization officials. 

A representative from Hood was among those honored to serve on 
the Dairy Industry Committee. The Federal Government established 
several reporting forms through which the industry was able to report 
several facts for the convenience of the Office of Price Stabilization 
officials. 
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The Office of Price Stabilization had a district or regional office 
located in Boston. 

The forms developed by the Office of Price Stabilization were for 
use on a national basis and incorporated three separate and distinct 
forms. One, a copy of which is attached as an exhibit, was OPS 
Public Form PUB No. 81, which essentially provided a breakdown 
of costs on a so-called sales point basis. For purposes of ease in under- 
standing, a sales point in the milk industry normally refers to a 
quart of milk or a pound of butter or a dozen of eggs. In addition 
to this, the Office of Price Stabilization provided a condensed state- 
ment of profit and loss for milk processors and distributors on OPS 
Public Form PUB No. 82, on which form the reporting milk com- 
pany was expected to itemize its profit and loss statement in moderate 
detail for the 5 years from 1946 through 1950 and then in the fourth 
quarter of a subsequent year. The third form developed by the Office 
of Price Stabilization was a balance sheet for the fluid milk proces- 
sors and distributors, OPS Public Form PUB No. 83. This form 
required a condensed balance sheet from the years 1946 through 1951. 

The Office of Price Stabilization developed for purposes of cost 
review a base period, which was the first 6 months of 1950, for sub- 
sequent comparison with any later period. It became necessary dur- 
ing the period of time thr ough which these regulations were in effect 
for the local companies in the Boston area employing union personnel 
to file a petition for additional pricing, necessary to meet additional 
wage costs. Five union companies or milk dealers individually hav- 
ing prepared their own statements, subject to audit by members of 
the Office of Price Stabilization staff, submitted this material to the 
public accounting firm of Charles F. Rittenhouse & Co. for compila- 
tion in order to have a group total available for the office of Price 
Stabilization officials. I have submitted to counsel the summary of 
the cost questionnaires which were completed by the five union milk 
dealers submitting in the Boston market for the base period of 
January to June 1950, which was the base period audited by the Office 
of Price Stabilization and for the same five companies for the month 
of July 1951. An analysis of the forms submitted at the time is 
presented as an exhibit, which shows that when adjusted by the wage 
increases which took place from 1951 to 1959 and when adjusted to 
the cost of class I milk in February 1960 under the Federal order, 
the costs for milk in Boston to milk dealers would be as shown on 
the exhibit entitled “Average Unit Costs of Five Union Milk Com- 
panies Projected from July 1951 to February 1960”. 

The base period figures had already been subject to audit by the 
representatives of the local office of the Office of Price Stabilization. 
As a matter of fact, some people now in the industry in one capacity 
or another were engaged by the Office of Price Stabilization local 
office during this period and can testify as to the case and accuracy 
that was displayed in the preparation of this material. 

The Milk Control Commission of the Commonwealth of Massachu- 
setts, as we have mentioned earlier today, sent out to the industry 
in August of 1958 cost questionnaire forms and carefully prepared 
instruction sheets for the purpose of developing costs on certain 
basic packages. 

These forms were completed by most dealers and the key facts con- 
tained therein were subsequently compiled by the office of Charles 
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F. Rittenhouse & Co. under orders of the commission. The individual 
details of the forms not on a company by company basis but on a 
total detailed composite have not been available to any members of 
the industry, but should be available at the office of the Milk Control 
Commission, and I urgently suggest that they should be carefully 
studied and incorporated into the record of this hearing. 

We have an additional exhibit in the area of cost on which we have 
made a comparison for your study of the equivalent costs adjusted 
to the current of the 1949 compilations to which we have referred, the 
1951 compilations to which we have referred, and the compilations 
developed through the office of the Milk Control Commission. These 
latter compilations, however, are further subject to inclusion of wage 
increases negotiated during the year 1959 and which were paid dur- 
ing 1959 and additional w ages negotiated during the same year but 
not payable until this year. If we thus take the adjusted costs 
through last fall but geared to the cost of milk which prevails in the 
Boston market as of this moment, the typical average costs in the 
area would be as shown on the exhibit entitled “C omparative Pro- 
jected Industry Composite Average Costs”. 

You will note, gentlemen, that these costs compare somewhat within 
reason, although not identically, of course, with the costs developed 
in 1949 and 1951, both of which sets of material were submitted to 
government agencies either State or Federal. You will also find, as 
L have, that the most recent costs are adjusted to a somewhat lower 
base than the 1949 and 1951 data and you can take the assumption 
because it is so that these differences are in part brought about by 
efficiencies developed during the period and by changes in the pattern 
of distribution. In my opinion, however, many companies must have 
submitted incorrect figures. No quantitative or volume figures were 
available for the 1949 figure but the cost questionnaire data submitted 
to the Office of Price Stabilization does indicate a volumetric rela- 
tionship between home delivery and other in the proportions of 49 
percent to 51 percent. The most recent cost period developed by the 
Milk Control Commission, which was October 1958, indicates a rela- 
tionship of 43 percent to 57 percent. This, of course, combined with 
efficiencies which have taken place over the last several years would 
account for certain of the differences in these costs. 

We have been able to analyze the questionnaire of Hood whose 
figures are now a matter of public record. We submit as an exhibit 
for your study the half- gallon wholesale costs of the major company 
in this area, broken down in every detail as shown on their October 
cost questionnaire. 

We have also made comparison of certain statistical information 
available from the figures which they submitted. I think you will 
find this material of considerable interest, particularly with respect 
to the subject of cost. 

Unfortunately, to a great extent stemming from price war history, 
the consumer has the impression that outrageous profits have been 
earned in the dairy industry over the last several years. I can under- 
stand why people would think this way. If the price of a commodity 
for which you have been pay ing 51 cents or 52 cents suddenly drops 
down to approximately 35 cents, the assumption is made that the 
total difference must have been profit at some time or another. This, 
of course, is not true. The fact is that on its own costs reports sub- 
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mitted in June of 1958, the largest dealer in the market—on their 
own figures—was losing approximately 8 cents per half-gallon for 
every half-gallon they sold in a paper carton and were losing 14 cents 
for every gallon jug they sold. Our own figures are very similar. A 
statistical firm, Gerwig & Gerwig of Chicago, Ill., develops for eight 
of the largest companies in the milk industry in the United States 
a profit after taxes for the year 1958 of 2.6 percent, and for a group 
of smaller companies, not including ourselves, a profit after taxes of 
2.89 percent. The largest large company had a profit after taxes 
of 3.14 percent of sales. 

The University of Indiana study on milk costs and profits, with 
which your committee is more than mildly familiar, indicated for the 
companies whose figures they compiled in the year 1956 an average 
profit of 2.23 percent. 

In my opinion the industry, the local industry, should properly seek 
and indeed has the duty to its stockholders to provide a profit return 
on sales of 214 percent after taxes which with our present State and 
Federal tax structure in Massachusetts should provide something 
higher than 5 percent before taxes. 

For purposes of contributing toward your study of price discrimi- 
nation in our industry I have submitted a copy of the current union 
contract which exists between several companies in this area and Local 
380 of the Milk Wagon Drivers & Creamery Workers Union to coun- 
sel, and I have attached the basic wage minimum cost for operation 
of home delivery and wholesale routes as such cost is presently cal- 
culated as a separate exhibit. In a separate column so headed on the 
exhibit, we have recognized also the costs which will exist in October 
1960, based upon the fact that the last contract negotiated in the 
spring of 1959 was for a = of 2 years. We bring this information 
to your attention to indicate that with respect to the cost of milk 
which is established by the Federal Government, about which this in- 
dustry can do nothing, and negotiated wage costs, this industry ac- 
counts for approximately 85 percent of total costs. It does not matter 
whether it is a large or a small company, milk costs are substantially 
identical and wage costs are relatively close. 

There is one special item of cost to which I would like to call your 
attention, because a review of your prior hearings held in other cities 
would indicate to me that many persons—probably able to give you 
this information—were reluctant to submit it for one reason or an- 
other. In the area of container costs which is often the bone of con- 
tention with respect to the differentials which should be established 
for gallon jugs and sales in other sizes and types of containers, we 
have listed the container costs for the largest milk company, compris- 
ing, as you are aware, a strong percentile of the market and state that 
their costs by container are as follows: 


! 











Cost per Cost per 
package | quart 
Sales at home delivery: 
I et del Eins hain radihinn dais tunnels ina eeae $0. 00671 $0. 00671 
ed ni pic icihapipeieaad ached Sasaene sche as . 01020 . 00510 
Sales to stores: 
TI ik csi in Lib nncibcinnndiiietinandtokpdeshastdcduse . 02360 | . 02360 
I <2 anc cnsokcdnadaneimaenumniceenebaamminmdleth . 03580 . 01700 


tit hadth Gh caind hon natcttendatncdingind seadcanbaismaneancy . 02200 . 00550: 
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STORE COSTS 


In the review hearings conducted by the Massachusetts Milk Con- 
trol Commission a capable witness, Mr..Bernard Brockelman, of West- 
wood, Mass.—a director of the Boston Retail Grocers Association, 
which is the oldest retail grocers association in the United States—in- 
dicated in answer to questions that the margin required on milk sold 
out of stores must be between 16 and 20 percent of the consumer 
price. He also stated that stores needed a markup on milk of between 
4 and 6 cents per quart. A copy of his testimony has been submitted 
to counsel. 

In the course of the hearing conducted by the milk control com- 
mission in September of 1958, the eminently qualified Prof. Wilbur 
B. England of the Harvard School of Business Administration testi- 
fied with respect to store markup requirements for milk. Professor 
England has developed for several years a published study of store 
margins, expenses, and other statistical data which he compiles on a 
priv ‘ate basis without any identification of any specific store. His 
study for the year 1958, published only a few months ago, covers a 
range of store business comprising $8 billion of annual sales. This is 
pointed out to indicate to you the scope and substantive nature of the 
percentile figures which are the result of his tabulations. 

In accordance with Professor England’s tabulations, the gross mar- 
gins earned by his store clients, representing as they do a very, very 
sizable block of the chainstore industry in the United States, were for 
the following 3 years: 


{In percent] 


Dip ieg cal Aang chateau eghndde gel ae a ee 19.7 
Da oa ci a Ole a ee Bee ee eee ee 
OGG ian ec ek ein nadine ia ekd thine ana ee eee 20. 50 


We are attaching a copy of Professor England’s 1958 publication 
and are pleased to submit to the chairman copies, sufficient for each 
member of the committee, of this very valuable and interesting report. 

It is interesting to note that in the verbal testimony offered by Pro- 
fessor England at the hearing in September 1958, to which we have 
referred and a copy of which testimony has been given to counsel, 
that he indicated that in his opinion the costs for handling of milk 
within a store would exceed the cost of handling the average product 
or commodity sold through the store. This means, therefore, gen- 
tlemen, that Professor England is saying that the cost of handling 
milk within a store can be no less than 20 percent of the sales price. 

Translating this back to the industry cost level would indicate that 
the stores need a minimum of 25-percent markup on the price billed 
to them by their dealer or supplier. 

It is interesting that Professor England’s study indicates that super- 
market payrolls alone, within the substantial cross section of this in- 
dustry which he compiles, are higher than 10 percent of sales. This 
is substantiated by the annual financial reports to their stockholders 
of many of the leading store groups in the United States. 

In the minds of many, so long as a store marks a product up 6 
percent, the store is selling at a proper price. Too many unscrupulous 
or uniformed milk dealers have used this excuse as a means of 
avoiding proper pricing. It is apparent to us, however, that based 
upon such eminently qualified experts as Professor England and 
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broadly experienced chainstore executives of the caliber of Mr. 
Brockelman and the annual reports of a host of chainstore operations 
that 6 percent is less than one-third of the markup required by a 
chainstore. Indeed if you translate the expression “markup” to the 
markup based on cost, it is less than 25 percent of their essential need. 

The facts on store markup requirements speak for themselves. 

An executive of a leading local store group is quoted in a recent 
talk with respect to a 23-percent markup on bread—a product with 
similar sales velocity as milk and not requiring “instore” refrigera- 
tion. 

Cigarettes in Massachusetts are marked up 12.6 percent by law. 

Progressive Grocer magazine in a recently published forecast in- 
dicates that in 5 to 10 years stores will need not 20 percent, but 22- 
percent margin on on sales prices, on the average. 

No store, whether large or small, could exist for more than a few 
weeks if the margins now existing on milk sales prevailed throughout 
the entire line of sales within the store. 

The margin on overall sales of the largest store group in the world, 
according to their own annual report, is 15 percent. 

The 1959 Annual Report of the Supermarket Institute indicates 
that for the year 1958 the typical gross profit ratio on sales for the 
member companies was 18.12 per cent, which means a markup from 
cost of 22.13 percent. 

If the milk industry is going to continue in existence, the consumer 
must be prepared to pay a price adequate to yield the normally 
efficient milk dealer a reasonable profit, and the store a proper and 
reasonable markup. 

There can be no “bargain-price” deals for very long in this industry, 
whether the consumer buys at home or from a store. 

In the final analysis you get what you pay for. 

I would like to refer again, although without repeating it in full, 
to the testimony made by a representative of the Hood Co. at the 
milk hearing held under the auspices of the State in September of 
1958. Their statement indicated that— 

(1): fixed minimum prices are not necessary in a market regu- 
lated by a Federal order; 

(2) in special emergencies some action may be necessary ; 

(3) Hood would favor the commission taking whatever action 
is necessary to prevent or prohibit sales below costs (if the com- 
mission finds that an emergency is threatened) ; and 

(4) Hood sees no necessity for action on sales to hotels, restau- 
rants, institutions, or sales to retail customers. 

Here we have Hood giving its blessing to the commission—Hood’s 
giving permission to the Commonwealth of Massachusetts to enforce 
its laws. 

Gentlemen, we have referred before to the fact that all segments of 
this industry in New England exist, and have existed for many years, 
at the sufferance of the largest dealer in the area. We have extracted 
from the documents published by the U.S. Department of Agriculture 
to which we refer a review of the prices published on January 18, 1960, 
the most recent that is available to anyone. We find pricing ‘exist- 
ing in various New England areas in accordance with an exhibit 
entitled “Sales Prices and Margins in New England.” We have in- 
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cluded cities in New England in each of the six States where informa- 
tion was available. You will find, gentlemen, upon examination of 
this material, that with their relative domination, it appears that the 
largest milk company in New England is able to subsidize unrealistic 
low pricing in one area by higher pricing in others. 

Not only does this area discriminatory pricing system exist with 
respect to consumer pricing by Hood; it is also able by its manipu- 
lation of its farm supply to control blend prices payable to farmers 
in various New England markets and does in fact by its very size 
exercise such control. 

We have prepared a map of New England which shows State by 
State and town by town the locations of plants and distribution 
branches of the regional leader to indicate the saturation of New 
England by this company. The Federal Trade Commission in its 
complaint issued December 30, 1959, charging price discrimination, 
indicated that the annual sales of this company were in excess of $125 
million. Much of this income is derived from products other than 
milk, including eggs, ice cream, pizza, jams, jellies, mayonnaise, and 
orange juice. We have not placed on the map the locations in Florida 
in which are located orange juice plants. This multiple-type opera- 
tion provides the perfect vehicle for combination product pricing, and 
margin derived from the nondairy products provides a means of sub- 
sidization of below-cost sales of milk. 

Their pious pronouncements in justification of below cost selling 
that they must permit their customers to meet their customers’ com- 
petition become most sacreligious when one of their executives makes 
the staetment that they would “wage a price war for 10 years, if neces- 
sary, to put Cumberland out of business.” 

It is a fact that in such a price war as is possible, it couldn’t last 
10 years. 

The vice president of the Hood Co.—and now president of the Milk 
Industry Foundation—in a speech on November 17, 1959, indicated 
that— 

Over the last 15 to 20 years, more than 20,000 milk distribtuors have failed to 


survive. Today, many of the 10,000 firms, which have survived, are failing to 
progress—and some—are failing to make a satisfactory profit. 


At this rate, what would he predict for the next few years in New 
England ? 
e economist for the same company—in a speech on November 4, 
1959—said of the industry : 


It is a very easy industry to break into to start a new business and the cost 
of failure is often not too great because in most cases there will be some other 
company willing to buy you out in case you do not make a success of your milk 
business. 

I wonder what company he meant? 

The Boston branch of the largest dairy company in the world pulled 
up its stakes January 1 of this year—when National Dairy gives up 
on an area, what chances exist for the small- and medium-sized 
operator ? 

When, as your committee well knows, the price of a half gallon can 
go as low as 6 cents in one town in the United States 2 years ago, or 
when it can go as low as 15 cents as it did in Florida a few weeks ago, 
10 weeks would be about as long as it would require not only to put 
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Cumberland out of business but to put every single, solitary milk 
dealer in New England on his knees. Getting on one’s knees usually 
implies the posture of prayer. 

I earnestly pray that some means can be found to restore business 
ethics and sanity to this bewildered industry—to permit honest and 
efficient businessmen to earn a reasonable profit, to permit stores to 
enjoy the margins they need on a clean, above-the-table basis free of 
the evils of the “back room” devices which have been all too prevalent. 

Certainly, on a Federal and State basis, the enlightened representa- 
tives to Congress and to State legislatures must recognize that we 
need stronger laws and faster, tougher enforcement to regulate a vital 
industry such as this, to prevent once and for all the possibility of 
price wars developing in any part of the United States. They are 
never justified. They are always illegal, but it seems as though 
there are many companies which, because of their size, get to feel that 
they are above the law—that they, in fact, have the privilege of sub- 
statiuting their own wishes and judgment for that of the executive, 
legislative, and judicial branches of government at all levels. It is 
high time this ended. 

he small- and medium-sized efficient milk dealers are gradually 
and steadily losing ground against obviously planned discriminatory 
pricing, sales below cost, and other monopolistic trade practices whic 
if allowed to continue, in spite of our fight to maintain the traditional 
American way of life, will eventually kill off all but a handful of milk 
companies throughout the length and breadth of this land. 

The national fatality record in the milk industry is well known to 
you. This 120-year-old milk company does not want to become a 
statistic. 

Will you please help us? 

(The exhibits accompanying Mr. Mills’ statement are as follows :) 
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Massochusetts Milk Control Commission 


information Required by General Order SCHEDULE 2 

No. G- 17-450 os amended 

ORM NO. 3 SPECIAL MARKET REPORT AREA 17 
approved by “g = Control Commission ° 

becember 8, 


ae No OCTOBER 
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-Wholesole 
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__ SALES OF MILK (ROUTES ONLY): 
_RETAIL -- Equivolent Quorts 
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__ 9 __ Sales in -- Quart Packages 
10 ~——C—CCi*dN 2 Gaalon Paper 
Cee i 
12 Gallon Packages _ 
es + ~ Quarts, al! other containers 
14s Total Wholesole Quorts 20 
as ___Total Quorts of Milk ited 
: eas: Total Closs L aa. 
; Dealer's Actual) Maximum Minimum 
7 B.F. Test % | List Price Discount oe eae 
RETAIL pea 
PACKAGES: | * 
Fomily Quart - 
7 . 7 a . 
ws: Homo _ Quort —s shel —— 
Gloss Half-Gallon thes wh 4 ah 
at Gloss ll il - A a . 
WHOLESALE T 
STORE | | 
+ —+-—-——- ——+— -- + + -—- 
| } 
as PACKAGES: L Te ; 
Regular 3 neem Quort oe si ais sl Me aclmvigind 
7 Home | ays onthe diciewinmainnt + e 
es ad Homo ae. | Twin Poh | + SS ial 4 J 
. Gloss _ 7a’ __| Half-Gollon rae | —__+——_—— 
Bae eee 
Home oak “Yuin Pk _| + ‘ Cnibohees 
ot — a 3 4Getton 2h BS | i } ce Bl ze 
. odin pee — — 4 - _ 
$$ $$$ $$ =f ee + + —t 
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OPS PUBLIC FORM NO. PUBS! UNITED STATES GOVERNMENT FORM APPROVED 
OFFICE OF PRICE STABILIZATION BUDGET BUREAU NO. 9¢-RI79 
WASHINGTON 25, D.C. 


The individvel compeny information reported on 
this form is fer vee in connection with the De- 
fense Mobilizetion Program. Persons whe hove 
access to individve! company information ore 


MILK PROCESSORS AND DISTRIBUTORS’ subject to penelties for uncuthorized disclosure. 
COST ADJUSTMENT 


PURSUANT TO GCPR, SR 63 This form may be reproduced without change 


Submit in Duplicate to the appropriate District or Regional Office of the Office of Price Stabilization (See section 1.4 of SR 63) 








nade OF FIRM 
MOORESS (Street and Ne.) Tity, Zone, State MARKETING AREA (City end State) 





DATA POR BASE PERIOD OF tor)(_] MOST RECENT MONTH PRIOR TO THE FILING DATE OF PETITION IS 19 











COMPUTATION OF TOTAL ALLOWABLE EXPENSES AND DISTRIBUTION TO PLANT AND DELIVERY COST 
DISTRIBUTION AS TO PLANT AND DELIVERY COSTS 








TOTAL ee 
DESCRIPTION costs cata.» > ane n 
OTHER 
ROUTES — 
(e) (e) (a) (e) 
1 - Plant woges $ Sh ka XXXX XXXX 
—+— | aan 
2 - Delivery wages XXXX |s | $ |$ 











3 - Cans, Cases and Containers | 
; J enanilinsenmtiiilatitenmiin 


4+ Total of items 1, 2 ond 3 | 





5- All other operating expenses 


6 ~ Total of items 4 and 5 | 





7 ~ Total volume sold stated in “Sales Points” XXXX 


Line 4 Col. (b)oby| Line 4 Col. (c}oby | Line 4 Col. (djvby| Line 4 Col. (e)eby 
Line 7 Col. (a) Line 7 Col. (e) Line 7 Col.(d) | Line 7 Col..(e) 





8 - Average cost per “Sales Point® 


I certify that the information given above is true and correct to the best of my knowledge and belief 


NOTICE - A willfully false statement is a criminal offense 
STGIKTORE OF OWNEN OW AUTHORIZED AGEN TITLE T DATE 


(See instructions on reverse side) GVO—O—OPR 730 











500 


Line 1- 


Line 2- 


Line 3- 
Line 6- 


Line 7 - 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


EXPLANATORY REFERENCES FOR OPS PUCLIC FORM tO. PUSS 
Total cost of plant wages representing procurement employees, milk receivers, testers, pasteuriz- 
ing men, refrigerator men, cream and other product men, loaders, maintenance men, machinists, 
bottle washer men, paper machine operators, plant clerical employees and all other labor engaged 
in the receiving, processing and bottling of fluid milk, fluid cream and other milk products for 
fluid consumption, and cottage, pot and bakers cheese. 


Total cost of wages and commissions covering all delivery labor representing routemen, relief 
and/or swingmen, route supervisors, loaders, platform men, refrigerator men, machinists, truck 
mechanics, truck greasers, maintenance men, route office employees and all other labor engaged 
in the delivery of fluid milk, fluid cream and other milk products for fluid consumption. 


Cost of actual usage only, not items for inventory, of glass hotties, paper containers, bottle cases, 
cartons, bottle caps, cans - (all sizes). 


The total in line 6 should agree with total operating expenses shown onthe Profit and Loss State- 
ment prepared for your own business needs. 


A “Sales Point” represents a quart of milk, buttermilk, chocolate drink, a half pint of cream, and 
a 16-ounce package of cottage cheese. All other products and product sizes will be in direct pro- 
portion thereto. If, in a particular marketing area, a different system of sales points has con 
tinuously and consistently been in use since the beginning of the bage period, that systemof 
sales points may be employed, if so approved by OPS. 


Column (c) The totals reported under Columns (b)(c),(d} and(e) must equal the total reportedunder Column 


(a). 


Column (b) Of the allowable costs set forth in column (a) enumerate in Column(b)the costs of receiving 


of milk in cans and bulk at country receiving stations, platforms and pasteurizing plants, testing, 
pasteurizin 3, separating, homogenizing, filling, bottling, processing, washing, casing, storing and 
all other related plant functions, including plant processing costs in connection with cottage. pot 
and bakers cheese. 


Columns (c) (d) (co) Report separately for retail and mixed route operations, wholesale route operations, 


NOTE: 


and other wholesale sales such as vendors, etc., a breakdown of the total allowable costs set 
forth in column (a) covering the delivery of fluid milk, fluid cream and other milk products. 


The cost schedules are arrangedto provide a maximum of information with respect to the different 
conditions that prevail generally in all milk markets. In some ofthe smaller markets, particularly, 
it may not be possible for a petitioner to break down the allowable cost items as between plant 
processing, retail and mixed route delivery, wholesale route delivery and other classes of sales; 
in such cases the detailed cost allocations provide for herein need not be submitted. 
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OPS PUBLIC FORM NO. PUBS3 


UNITED STATES GOVERNMENT 
OFFICE OF PRICE STABILIZATION 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


FORM APPROVED 
BUDGET BUREAU NO. 94-R28! 


WASHINGTON 25, D.C. 


The individual! compony informetion reported on 
this form is for use in connection with the De. 
fense Mobilizetion Program. Persons who have 
eccess te individve!l company information ore 
subject to penclties for unevthorized disclosure. 





BALANCE SHEET FOR FLUID MILK 
PROCESSORS AND DISTRIBUTORS 


PURSUANT TO GCPR, SR 63 This form may be reproduced without shange. 


Submit in Duplicate to the appropriate District or Regional Office of the Office of Price Stabilization, (See section 4 of SR 63) 


Sur’ s eae 


reeta@ e. ity e tete 
YEAR ENDED 
ITEM a 
pte tt tte tn tome | 
ASSETS 


1. Current Assets 


2. Fixed Assets 


4. Intangible Assets | | 


3. Investments 


5. Other Assets 


TOTAL ASSETS 
LIABILITIES 


6. Current Liabilities 





7. Fixed Liabilities 
8. Other Liabilities 


TOTAL LIABILITIES 


NET WORTH 
(For Corporations ) 


9. Capitol Steck - Outstanding | | 





10. Surplus - Capital | | 





11, Surplus - Earned 





12. Surplus-From Revaluction of Assets 





13. Surplus - Reserves | } | 


14. TOTAL NET WORTH 
1S ——~”:CSFOAL. LLJABILITIE Ln’ 


TOTAL LIABILITIES | | 
AND NET WORTH 








} 
16. Proprietor’s or Partner's Capita! | 





I certify that the information shown on this form is true and correct to the best of my knowledge and belief. 


NOTICE - A willfully false statement is a criminal offense. 


SiGNATURE OF OWNER OR AUTHOR! ZED AGENT 





GrO—O—OPS 758 
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AVERAGE "UNIT" COSTS OF FIVE UNION MILK COMPANIES 


PROJECTED FROM JULY 1951 TO FEBRUARY 1960 


Plant Wage Costs 
Container Costs 
Route Labor 
Other Costs 


Total Costs (not including Milk, as of 
July, 1951) 


Wage Cost Increases from July 1951 to 
February 1960: 

Plant 

Route 
Total Wage Cost Increases 
Total Costs Adjusted to February 1960 
Cost of Milk - February 1960(minimum) 


Adjusted Average Cost Per Unit - 
February 1960 


43632 O—60—pt. 4 10 


AVERAGE COST PER UNIT 


Home 
Delivery 


Routes 


1. 785¢ 
.570 


6. 106 


3.682 


12.143 


. 714 
.076 
. 790 
. 933 
.211 


rele 
&) ] DO] tO 


29, 144¢ 


Wholesale 
Routes 


1. 785¢ 
1.395 
2. 653 


3.682 


. 714 
. 929 
1. 643 
11.158 
14, 211 


25. 369¢ 
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H. P. HOOD AND SONS ~ 
_AVERAGE PER UNIT COST QF HALF-GALLON CARTONS 


BASED ON OCTOBER 1958 COST QUESTIONNAIRE 





Cost Per Cost Per 
Quart Half-Gallon 
SALES VOLUME 3, 589, 322 1, 794, 661 
Milk Cost 
Product Cost 3.7 basis S .. 1312 $ . 2624 
Fat Differential . 0010 . 0020 
Milk Commission Assessment . 0002 . 0004 
Administrator Assessment . 0005 .0010 
Country Plant Cost . 0027 .0054 
Other Country Cost .0015 . 0030 
Freight to City . 0060 . 0160 
Country Shrinkage . 0003 . 0006 
Total Product Cost $ . 1454 $ . 2908 
Processing Cost 
Labor $ .0042 $ .0084 
Other Plant Expense . 0028 . 0056 
Shrinkage . 0007 .0014 
Containers (including cases) .9179 .0358 
Total Processing Cost $ .0256 Ss .@oia 
Delivery Cost a 
Route Labor S O72) $ .0242 
Platform Labor . 0053 .0106 
Truck Costs .0061 .0122 
Other Delivery Cost . 0067 .0134 
Total Delivery Cost $ .0302 $ .0604 
All Other Expenses — 
Salaries and Wages $ .0030 $ .0060 
All Other Expense . 0024 . 0048 
Interest on Notes Payable & Debentures . 0007 .0014 
Capital Investment at 5% .0014 . 0028 
Total All Other Expenses $ .0075 $ .0150 
TOTAL COST AND EXPENSES $ . 2087 $ .4174 
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lit OD ROUTE DELIVERY COSTS PER DAY 


BASED ON OCTOBER 1958 COST QUESTIONNAIRE 


RE TAIL(Home Delivery): 


Labor on Route 
Platform Labor 
Truck Cost 
Other 

Total 


WHOLESALE: 


Labor on Route 
Platform Labor 
Truck Cost 
Other 

Total 


$ 


$ 


24.10 
3. 29 
6.47 
take 





40.97 


28. 64 
11.16 
14,11 
15. 46 


69. 37 


99 “SZ ; 66 “EZ + AVG 3JLNOU UFd LSOD 26 °bZ $ 91 “ez $ Avd 3LNOU Yad LSOO 


> . EE PE er + rea yy" a Y 
bs *2£0'8 ¢ LE ‘OTS L $ oD Tenuuy [e301 S1*960'6 $ LI*est 8 $ OD Tenuuy TROL 


Lv "SLE 61 “9Sz %p ye PoueINsU] uct}esueduro|D s,usuT_y10M 9b “60E IL S8Z %P 38 2oueINSU] UOTJEsSUadUIO| S,UaUT_IOM 


eT “96z OF “SLZ ME “> 38 Saxe [o1seg L9 Zee I “LOE SE “} 1e Saxey To1Aeg 
09 “692 09 “62 S/I-1T X 00°b$ X ZG pung souB1aAag 00 “ZT€ 00°ZTEe Z/1I-1 * 00°b$ X ZG pun * aouB1aAag 
8b “bZE 8d “bze G/T=-1 X 02 “S$ X Zg Gr1eFTaM pue QiTeeH 09 “SOF 09 “SOF Z/t-1 X Of "S$ X ZG sreTaM pues WITeeH 
98 “988 ‘9 $ OL “vor ‘9 ¢ zbse.‘L $ ZL°Zot ‘Lh $ TeI0.L -qns 


6F “S9 ST “60r$ Of “LEI oz “86$ 
62 “19 ST “ZOTS 38 SHoem ¢ s/t 08 “9ET 02 “16$ 38 SHBAM C z/i 


Sb W6Z st “e6$ OF HLT 02 “L8$ 
Sb °ELZ ST “16S 38 Syoem ¢ uoNelBA T OF “Z9T 0Z “18$ 38 SysIem Z 


UOT]BIBA I 
02 “92 £8 ‘Iz$ z6 8S b9 “6I$ 

ZS “bz €b “Oz$ ye Shep z°T ZL °hS bz “SI$ 38 Skep ¢ 
BL °LIT £9 “6I¢ $9 °POI vr Lis 

Sf “60T €z “SI¢ 32 Shep g vz "96 v0 “9T$ 72 Shep g 


02 *9z £8 “Iz$ 26 “8S v9 “61¢ 

Zs "bz eb “Oz$ 38 Shep z *T ZL °¥s $2 “SI$ 38 Shep 
SL “LIT £9 “61¢ v9 “POT br LI$ 

gf “60T €Z “SI$ 38 Shep g aaee] AIS oz “96 vO “9T$ 38 Skep g eave] WIS 
OT SEIT St “60T$ oz “ess ‘z oz “86$ 

9€ °Z90‘T $+ ZS XSI °ZOT$ BeUa10g sTeEseTOUM C/T 0% “ILE ‘Z SAIOM QZ X OZ “16 UeUs1Og [THEY Z/T 
og "e0t’s $ St “e6$ op*ves ‘> ¢ 0z *L8¢ 

08 "6tL ‘+ $ SHOOM ZC X SI *16$ 12ATIG STesaTOUM T OF *OLI ‘b $ SyIeM ZS X OZ “OSS A9ATIC T1HI2Y I 


0961 29G0390 490 0961 Az eniqeg 0961 49q0190 «= O96 | AT eNIGQeg 
30 8V JO 8V josy JO 8V 
LSOD 'TVANNY LS ONN 
SALNOU FW TVSAIOHM SA2.LN OU TIVLAY 


(j281yWOD 928) 


08€# TVYOO'T HLIM LOVULNOO YaaGNN 
NOLSO® - SNOLLVUSdO ZALNOU WIN AO LSOD FJOVAM WOWININ 


tr 
S 
as) 
p 
o 
e 
M 
Pp 
a 
a 
_ 
Pp 
fe 
= 
< 
a 
& 
it 
a 
Zz 
_— 
M 
a 
<>) 
— 
a 
° 
& 
a 
MQ 
RN 
4 
Z 
— 
NM 
~ 
~Q 
— 
_ 
< 
a 
MN 





O96T Aszenuee ‘juodayYy WeetID pue ATIW PINTIA “VY'aG'S'N -:2904ano0g 











OF 
os 
Pe 
ee 9 °F 0°eh (‘sseW) Pletsutads * € “IS 
D 
A 
Z, 
- 9 °9T 0°St (*ssey) uojsog * € "8S 
> 
eS 
< 09 
a 
S 
a 9°8T 0'L (*SSe) 19}sa010M * *°S9 
7, 
—_ 
D OL 
o 
a 
ra 
a 08 
a 
t'€Z 0°ZS (@auTeW) puetsog - ysnsny 8°18 
oh € 'bZ 0s (‘I'Y) Jt0dman SPS 
S 99 'bZ 20°ES (*uu0D)ueAeH MaH - psojIeH ¢ ‘98 
= 06 
Q 
= ~ ($}Ua9) aod 
S dnysew Jauinsuog 
a jenjoy ese. ee 
SHILIO GNVIDNG MUN AH NI 
00 a a ne ee I Oe Bee) 
= SAUOLS AO LNO SNOTIVD-ATVWH - Old WUVA NOY dAAUVW ATILNIOUGd 


ue 





509 


“vy '°da’"S°n :e04ano0g 


"yo saad dg snid aotad auoz atrw OL-c¢ adtad paraatiap oF es1yD (2) 
"mo sad dpe snid aoiad 917-102 aotad paszaatjap YIOXK MAN (1) 


DAIRY INDUSTRY 


stno’yyJ “3s 
Meg 3S/stlodeauulpy 


(z) OB eo1yD 


& 
= 
a 
Z 
oom 


110.133q 


MS 


4 


puelasatD 

erydlepeltud 

(1) 410% Man 

ve “9 : G JaaTy Tea 
co°*9 J31s3210M 
co°9 plarjZutads 


cos AatreA YOouwlss3yp 
LOo°9 uoisog 


Z2S6T 


LN3LNOO LVd LNADYSd $*f « SISVE WHOAINN 


SMALL BUSINESS PROBLE 


SLAWUWW NIVLYGS NI SHSCHO WTIN TVHIGaIA Ad GAHSTTAVLSA 
LHOISMGSYGNDH USd SAOd I SSWTD 





0961 Azenuer ‘j10dey weerD puke AINW PINIA “y'G'S'p :eounoc 


Ppelapisuos jou ECEI Zulinp saseaiouy asem 


TRORUAP] | SSETD ESET 12q0390 pue | SSETD O9EI A1eNsGeg 









































ba ZL 6S gzes’ | O1°9S 962°] 92°25 £9r1° Sb‘IS 862° | #9°0S  98FI° S1apiO [e1apagq 1apun s}soD wieg 
fom] 

& £012 8802" ¥9 “bz zoel’ | 86 °Lz 9LL0° SS “tt 92S2° | 9€ “bP zoel sasuadxg 197e9q 
~ : 

Qa SL 08 9108 ° FL ‘08 99zb*| 2°08 6Ezz° 00 “S6 00 *S6 1810} = }80D 12eTe9q 
4 de conahibinbicsnen 

ae SZ °t Z2b0° 92 °F $Z2z0° 92°? 8TTO° (Saxe) a10jaq) dnysey s12eTeeq 
4 

- 00 “ss 8EF8 * 00 *s8 Tere" | 00°S8 LSez° SOD 31015 
< 

a 00 °ST 00 °ST 91%0° 0 %S1T ® dny1eW 31035 
= %00 “001 %00 *00T ELLE %00 *OOT JaUINSUOD 0} ed11g SeTeS 
e 

Z %SI NIDUVYW AYOLS AI VLVG ANVS 

a ; 

RQ ; 

= %61 “9S 8265 ° €9PI* %SP TS S1apiO [e1apey iepun s}soD weg 
| 

my 08 “61 8802 ° 9LLO° cs‘tb sesuadxg 1aTe9q 
© 

S 66 “SL 9108 * 6E22 ° 00 “sé 1210} = 3805 127 80q 
N 00 *> ZzP0° 10% $zz0°| 00° 8T10° 00°S *¢ (sexe a10jaq) dnysey s2Te@q 
Nn 

7 | 00°08 sere * 00 “08 16h" | 00°08 LSEz* 0 0 0 0 SOD 2103 
— 

33 00 *0z Ollz~ 00 *02 €zIt’| 00°02 68S0° irae i 0 0 0 %0zZ @ dnyreW 21035 
fa 

%00°00T 8FS0°I |%00*00T PI9S* | %00°00T 9F62 ° % 00°00! 008S* |%00*00I Se6z * JaUMSUOD 0} S9T1g SaTeS 
a uoTTe5) uote) ~jleH ~~ 7.reNe® |__ uoTteD-s1eH yrens 

| JaATIeq 1031S “Kiaaljeq euopy 

Q a'1VSa 1OHM TIVLaY 





o96t AUVNUEIA OL GILSnNrayv 
SZUIVNNOLLSENS LSOD 8661 YHAHOLOO NO Gasva 
SNIDUVW AONV SLSOO FAYOLS GNV UF TVad GNV SADId SA TVS 


So 
— 
wm 





oll 


103 VI3STUTEDY 3ORIey Lerepes u0zs0g 03 pezsodet S¥e 


go°ec se°Le gs8°Le gs°ss $L°LE go°lr @Be, US CIeg PooH 
000 ‘SST ‘Tz 000 ‘¢b% ‘co 000 ‘#68 “89 000 ‘Les ‘69 000 ‘61 ‘59 000 ‘ese‘so (*SQ1I) Beery UT SOTBS I SEBTO [¥}0] 


L19 ‘440 ‘LZ cor ‘986 “cz 60¢ ‘zso ‘92 $96 ‘118 ‘92 pat ‘992% ‘be Tes ‘966 ‘Sz spunog I SBD [840] 


86T ‘602 ‘ZT STP ‘TILT ‘II Ste ‘IST ‘ZT O18 ‘68% ‘ZT evo ‘80 ‘TT OTz ‘9S2‘2T ATTH JO Sj4BNy TeI0] 


998 ‘608 ‘L 6¢P ‘840 ‘9 SL ‘6z6 ‘S 226 ‘84 ‘9 069 ‘“6TS ‘S T¥6 “689 ‘S SQLeNH ST eseToOUM [¥z0] 
606 "lee e Tee Sis Tt Zen tlo 2 $49 L6L*2 200 “LL6 Tt SZs *¥66 “T S10UT ez U0 
19u20 [ [8-83.18 
296 ‘2T¢ 28 ‘¥s2 £10 “eee o2e ‘86z BLL ‘SSzZ 62 ‘zee eBeRoBy, YOTTsO 
‘v92 o2T 96 oc 6¢ , 888TH UCTTeD Z/T 
£OF ‘496 ‘¢ 6S8 ‘600 ‘¢ 862 ‘bei ‘T 69S ‘Ter ‘T 96 ‘992 ‘T p25 ‘LITT aedeqg Uo[teg 2/T 


LT¢‘.68 Z¥6 ‘BCs 96% ‘o98 ‘T ese ‘T06 ‘T £6 ‘610 ‘2 IIt ‘see ‘2 SoZeAcey YAVNH Uy sees 
Sqaend queTeatnbg” eT eselou 


THE DAIRY INDUSTRY 


zee ‘66T ‘s 916 ‘260 ‘S £09 ‘toz ‘9 86 ‘OTO ‘9 ese ‘ee. ‘s 694 ‘995 ‘9 S320ND ALTH C[T¥39H TeIOL 
Zee tel Se 192 bOF iy - sePeRoe, UOT TVD 
$c38 ‘too ’z 9s% ‘86T ‘Zz ove ‘tec ‘z sos ‘690 ‘2 Z0L ‘LES *T eee ‘699 soBeyRoeg UOTTeD 2/T 


912 ‘LES ‘Z bic ‘698 ‘z Z0T ‘oss ‘¢ 620 ‘THE ‘SC 909 ‘002 ‘+ 46 ‘968 ‘S S03 WOv_ yaeNndy uy seTes 
Sgaenb yUeTeatnby” [T8304 


(ATGO se4noy) ATTN JO seTeSg 


AZ 
— 
n 
a 
ts) 
< 
9 
© 
ew] 
A, 


o 
eTesetToum - 
Tte3ea - sieg eqnoy 


eTeseToum - 
ThB30r1 - sucTyeredo eqnoy 


SNOLLVURdO ALNOW 


SMALL BUSINESS 


SOLLSILVLS STIVS dOOH 





Dea Janata ence c.c..s a... ... ._ 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


gid coe ee hd Ld | ttt ed fe} cds 
pp eee ana ee Ty Tt i 
SEE 

ST dada 


a 
a pti SERRE RRRReee ie 
FHHEEE LEE aaa 
pom tA SRE $4 


EEE eee 


co Ha ee 


cae ttt HH 
a mi cor “* 


Hae Ei 
acer NO ssripunrermrnttt 


eee 


facormecety 
S0nSSeSSeeUSGeennane 


‘CY TS 1. | TTT 
settee 
| l ONMe ae Oe GA 





CEERI : 
Seattle 
NOAA 








SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 513 


OE eo eee ee ee ey Ey & 
eee el Ra Doky) Seta tt eta tt a 
es WWM NNN ANON ERR 
See ee eee ee eee ee LT dh 
Ree ee ameter eed 
a ee a 
LI js RAIS SAAS EE | 
Ce ee a bd th 
BEER EEE CE ee 
Cp pre er rer ERR jet Ee 
joy RRS SSS Be 
ii ee ee DT eee 


ei EEL kL hd La] 

se Source ceseecccccecccrccr est! as 
Eo: PEEP EEEE Eee ee | 
| tele] ttt tt eet 


“FASE Sanat S| 
Ts BE Eee ee Lee be Be 


el | | 
Fe alata 
SAYS Boras 4 
dL dada alcbo bbs lial obs bed alae) 
ree 


SSSI GFF 
PIT TTT ET TET TT 


RR 
| 7 a0 
gee te BEC Eee Beet 
rT Tes] BIG cree 
Pope rete re 
smi | ttt tt lel PEE eter Ise Tre 
a SRN g saraes 
PTTL ETLLELIL LI Lt Ltt an 








CT Tee mT 
HERS 
soUabe ernszansszuansewecectsorts 
et Seen 


eT Se tt cr “Tt 
Seem y 
Pee conc c a bbe ewe ad SE 3 
RAGE PPE, Se iE a a SB Rh A 
pope eee Ba ET dt yd 

Sted BSEGRPS SO NC ACANCCONCUNCUCNNES aC 

cs Er Eo rr S| 

5 Be PEPER eee te eee tee 
a Pt nag er eee eile J ok. Ly 
erecta PR ristererere terse ry 

Pr bee ee Ey DT eke TS) ae 



























































Mr. Sreep. Mr. Mills, you may be interested to know that as a re- 
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sult of our milk and other inquiries into the problems of small busi- 
ness throughout the country, the total membership of the Select Com- 
mittee on Small Business have jointly introduced a bill proposing some 
amendments to the existing antitrust laws. The first provision would 
be to make section 3 of the Robinson-Patman Act subject to civil ad- 
ministration, which would bring it under the jurisdiction of the Fed- 
eral Trade Commission. As you know, now it is only under the 
criminal statute, and therefore only subject to action by the Depart- 
ment of Justice. 

This would serve to make selling below cost illegal. 

It also would give the Federal Trade Commission injunctive powers 
to freeze a situation where the destruction of weak or small operators 
would appear to result before they would have time to properly ad- 
judicate the problem. It would also outlaw this loss-leader type of 


operation. 


The bill goes under the current designation as H.R. 10235. 

Now, a large number of trade organizations throughout the coun- 
try have shown a very keen interest in this legislation. They are tak- 
ing some action to stir up interest throughout the country among the 


businessmen. 


And any hope that we have to get a highly controversial 


piece of legislation of that sort enacted will in my opinion depend en- 
tirely upon the reaction that comes from the business community of 


the Nation. 


I think you will find that almost without exception the members 
of the Congress do their best to carry out what they believe to be the 
wishes of their constituents. When they hear from substantial ele- 
ments of their constituency back home, they respond. 

Here is an opportunity where a businessman situated as you are, 
some of your associates up here, you have an opportunity to get a 
lick in on your own behalf. 

We have drafted this legislation in the most fair and effective way 
we can conceive of, in an effort to cope with some of these problems 
that we have run into and in the hope that it will help eliminate these 

“pariah” type tactics that we found cropping up from time to time 
in various industries of the country. 

I think you will find that certainly all the members of the Select 
Committee on Small Business who have had more than an average 
opportunity to study this sort of thing feel very strongly that the 
small business community of America is sick. I think you will find 
that they all agree with my view that the small business, the Main 
Street, or the middle class, or whatever you want to call it, part of our 
national life has been the backbone of our country. I think you will 
agree that it serves a terrifically important part in any economic sta- 
bility that the rest of the countr y can hope to have. 

There are phases, many phases to the problem. This legislation 
only deals with one side alley. That is, to try to put business opera- 
tions back on what you call the basis of honesty and sanity, to elimi- 
nate those who would resort to tactics that do not come under the 
heading of free, open, and honest competition. 

Also, there is the problem of taxation. We have legislation cur- 
rently before the C ongress, commonly known as the Ikard-Curtis bill, 


in which 40 other Members have joined, which would permit a write- 
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off of some of the earnings of business institutions designed espe- 
cially to help the little man grow and expand, since he has virtually 
no other w ay to get his capital. We found that when the heavy taxes 
were imposed during World War II, that these taxes had an unusual 
affect. on the small business community that it did not have on other 
businesses. Taxes are a burden on all business, but they seem to be 
a peculiar burden on small businesses because of this financing fac- 
tor. We hope through that, if we can get it enacted, to permit the 
small business community to start growing again, as it traditionally 
has done throughout our history. 

Now, there is some opposition to it on the basis that such a tax 
writeoff would cost the Treasury some revenues that it does not want 
to lose. But we have also, when we look at the whole picture, this to 
think about. 

We are told that in the next few years, with the growth of our 
population, that we are going to have to find somehow a way to em- 
ploy about 20 million more people than we are now employing. We 
also know that throughout all these years, that two-thirds of all 
Americans have found their employment in what we call small busi- 
ness, or Main Street. It is the only part of our economy that can 
employ all kinds of people, people who nor mally, in the ordinary 
sense of the word, are unemployable. And it is the only source of 
employment that can keep all kinds of wage earners employed in every 
nook and corner of the country where they already are. 

Industry, big industry as we know it, even at its best can only hope 
to take care of about one-third of the people who need jobs, and phys- 
ically it would be impossible to concentrate any more into these areas 
where big business is forced to operate. 

Now, we feel that if the small business community, which is going 
down at a large rate, no longer maintaining this traditional percent- 
age of the national economy y—if it is unable to continue to provide 
two-thirds of the employment that our people are going to need, these 
extra jobs, then it won't be very long until we find ourselves with a 
sizable unemployed group of Americans, and either at the State or 
Federal level the taxes it will take to support large numbers of un- 
ee will, in my opinion, amount to a great deal more than any 

tax loss that this writeoff would cost the Treasury right now. 

We think that if we can keep putting all these employable people to 
work and make taxpayers out of them instead of tax eaters, we can 
do more to serve the Nation’s economy than anything we can do. 

Now, there are other factors that press upon this part of our business 
community. 

So it is not at our level just a matter of doing something to keep the 
oldest dairy in New England in business. We cannot afford to be 
concerned with that as such at all. If through poor management a 
company loses the raise, that is just the American way, if it is done in 
a fair and competitive field. 

We just try to keep the rules that everybody goes by in the judicial 
American pattern. And we always say, “Let the best man win.” 

I would like to put it this way. We feel that America has become 
great because we have always been able to have a system that would 
permit the man who made the better mousetrap—let the world beat 

a path to his door. Now we see the time come when that does not al- 
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ways work any more. The fellow with the biggest bankroll sometimes 
now can have his way. And the better mousetrap never finds its way 
to the consuming public. 

So there are ways that legislative redress can be had. 

In all fairness to the lawmakers—and I am glad it is this way—they 
are creatures of public opinion, they react to it. And until then and 
unless public opinion makes itself felt, the fact that a few of us may 
be very ardent in our efforts to sell this idea, it still does not necessarily 
follow that legislative help will come. 

In other words, we ¢ ont now the problem, we can risk all the things 
you do risk when you become an advocate of one side of a controversy. 
But unless we have more help than just our own group, that is about 
all that it will amount to. 

I have always said that one of the great troubles the small business 
community has had in this country is its preoccupation with not becom 
ing political minded. As an editor, before I got into politics, and 
certainly since I have had some political experience, I believe more 
than ever that businessmen better get in politics or get out of business. 
The story you have told here today I think points that out more clearly 
than any words I can say. 

We are against no one because they are big. Much of the great 
progress that our country has enjoyed has been through the fruits of 
bigness. All we want is the old idea continued, ‘that the large 

oak from the small acorn grows. We do not advocate in this legisla- 
tion anything in a punitive sense. It is what we hope and believe to be 
the way to just maintain the system that has proven itself and been 
so good for our country and all our people. 

We want to make free—everybody says they believe in free com- 
petitive enterprise. Well, we want to make sure that it really remains 
that in the true sense of the word. We think we can. Then we won’t 
have to worry about the consumer or the ouubeuad or anyone else. It 
will find its own level and adjust itself. prodnest.o it has done that up 
to now. That is what we would like to see continue, and if it takes 
oe to do it, we advocate it. 

I did not intend to make a speech here, but I did want to call your 
attention to the fact that the plea you make here is in the making, and 
it will be realized if there are enough people in the country feeling as 
you do who make it known to their elected representatives how they 
feel about it. 

It. is just a matter now of seeing what develops. We will do the best 
we can. But we live in a country that believes in majority rule— 
thank goodness for that, too. So the situation can develop where 
per haps the majority rule will apply in this case. 

Mr. Mitts. I have enjoyed your speech, Mr. Chairman. 

Mr. MacIntyre. I have a few questions, Mr. Chairman. 

I would like for either Mr. Mills or Mr. Herlihy to answer this, 
whichever feels most competent and ready to do so, 

You, in your statement, Mr. Mills, referred to the share of the 
market that Hood has in terms of percentages. What would be the 
share of the market enjoyed in area 17 by the Whiting Co. ? 

Mr. Herutny. The percentage of business the Whiting Milk Co. has 
at the present time in area 17, Mr. MacIntyre, is in the vicinity of 14 
percent. 
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Mr. MacIntyre. About 14 percent. 
Mr. Herutny. Yes, sir. 
Mr. MacInryre. Now, these additional questions either may answer. 

Subsequent to July 1, the pricing situation became somewhat un- 
stable here in Boston, area 17, following which the attorney general 
held a meeting with a number of representatives of the industry and 
prices stabilized to some extent during August. 

Now, subsequent to that date, subsequent to August 17, what was 
the next price change to your knowledge? 

Mr. Herutny. The class I producer price advanced 44 cents a hun- 
dredweight on the first day of September, and the market generally 
advanced all packages at the rate of 1 cent per quart. 

Mr. MacInryre. Prices advanced 1 cent per quart on September 1. 

Mr. Heruiuy. Correct. 

Mr. MacIntyre. That was the only change that had taken place 
after the attorney general’s meeting of August 11 ? 

Mr. Heruiny. That was the next change, sir. 

Mr. MacIntyre. What was the date of the next change ? 

Mr. Heruiny. The date of the next change was on or about Octo- 
ber 1. 

Mr. MacIntyre. What sort of a change was that? 

Mr. Heruiny. The Hood Co. dropped the price of the gallon jug in 
a series of cities and towns at the rate of 2 cents per gallon jug, and 
reduced the price of the half gallon paper container 1 cent per package 
by an announcement. to their competition on September 30. 

Mr. MacIntyre. This was announced publicly when ? 

Mr. Herutny. I think that takes a couple of aspects, Mr. MacIntyre. 

There was an advertisement in the noon edition of the papers, the 
Boston papers, for October 1. Hood route salesmen were out selling 
milk at the new reduced prices to chain and independent stores on the 
morning of October 1. 

Mr. MacIntyre. The sales were being made in the beginning of the 
day of October 1, 1959, and public announcements were about noon- 
time that day. 

_Mr. Heruiny. The first paid advertisement was at noontime, yes, 
sir. 

Mr. MacIntyre. When did you first hear about this change in 
price by Hood ? 

Mr. Herurmy. On the afternoon of September 30. 

Mr. MacIntyre. From whom ? 

Mr. Herutny. From a representative of the Hood Co. 

Mr. MacIntyre. Who? 

Mr. Herutny. Mr. William C. Welden—Dr. William C. Welden. 

Mr. MacIntyre. Who is he? 

Mr. Herurny. I believe his title is economist for H. P. Hood & 
Sons Co. 

Mr. MacInryre. What was the occasion of him telling you of 
what Hood was going to do about price reductions? 

Mr. Herurny. I had lunch with him that day, on a completely dif- 
ferent matter, relating to some upcoming Federal hearings. He had 
advised me that he had been away for some time, he advised me that 
the sales department anticipated coming to a conclusion that after- 
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noon at 2 o’clock whether or not they would drop their prices on the 
ist of October. 

Mr. MacIntyre. This was September 30, 2 o’clock ? 

Mr. Herurny. Yes, sir. Subsequently, after he made a telephone 
call, he advised me that Mr. Bullock, who was vice president in charge 
of sales for the Whiting Milk Co., was being advised by Mr. Noonan, 
who was the wholesale sales manager for the H. P. Hood & Sons Co., 
of the specific cities and towns for which the price was being dropped. 

Mr. MacIntyre. The price was not being changed except at speci- 
fied spots or specific towns; is that correct ? 

Mr. Hertrny. That is correct. I think Mr. Mills described it as a 
gerrymander of towns. 

Mr. MacIntyre. Now, what he told you on the afternoon of Sep- 
tember 30 eventuated on October 1 actually ? 

Mr. Herurny. That is correct. 

Mr. MacIntyre. Did he explain why he was telling you on Sep- 
tember 30 that he was going to be making these changes in price on 
October 1 ? 

Mr. Hertrny. No, sir. 

Mr. MacIntyre. Did he tell anyone in your presence, except you ¢ 

Mr. Herirny. Mr. Raymond, of United Farmers, was present at 
the same luncheon. 

Mr. MacIntyre. Another handler competing with you and Hood? 

Mr. Herurny. Yes. 

Mr. MacIntyre. In Boston ? 

Mr. Herutny. Yes. 

Mr. MacIntyre. Anyone else? 

Mr. Herurny. No, sir. 

Mr. MacIntyre. Where was this luncheon ? 

Mr. Herutny. At the Harvard Club. 

Mr. MacIntyre. Who called it? 

Mr. Herurny. To the best of my recollection, Mr. MacIntyre, Mr. 
Raymond called it with respect to getting together on some material 
for a forthcoming Federal hearing. He called me, I believe, the morn- 
ing of September 30 to ask if we could get together for lunch. 

Mr. MacIntyre. The meeting was not actually called then for the 
purpose of discussing prices. 

Mr. Hertruy. No, sir. 

Mr. MacIntyre. Mr. Welden at the Hood Co. did discuss prices 
and informed you of what Hood would be doing in reducing the 
prices the next day. 

Mr. Herutny. That is correct. 

Mr. MacIntyre. That is all, Mr. Chairman. Oh, one additional 
question. 

The price to which Hood reduced the level of its prices on October 
1 is the price that has continued in effect until today ? 

Mr. Herirny. It is the same margin, Mr. MacIntyre, yes, margin 
above class I price. 

Mr. MacIntyre. That is all. 

Mr. Mirus. Mr. Chairman, I would like, if I may, to submit to 
counsel a few documents which may be of use to your committee 
members. One is a map of New England in which we have placed in 
red crayon the various plant locations of the H. P. Hood & Sons Co. 
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to indicate its saturation in the area. We also have several copies 
of the annual tabulation prepared by Prof. Wilbur England of the 
Harvard Business School, division of research, entitled “Operating 
Results of Food Chains in 19: 58,” which I would like to submit through 
counsel to the chairman, to support my comments with respect to the 
need for margin by chainstores. 

I would also like to submit a certified copy of the complaint issued 
by the director of milk control against H. P. Hood & Sons, Ince., in 
October of 1959, attached to which are certified copies of the ¢ ‘ost ques- 
tionnaires submitted by that company in response to the milk control 
commission orders in June and October 1958. 

Mr. Streep. They will be received for the committee’s files. 

Mr. Miuus. I believe that is all I have additionally to submit. 

Mr. Macintyre. Mr. Chairman, as to all of these documents except 
the last one mentioned by the witness, I would request that they be 
received as part of the record, without printing—that is, for the com- 
mittee’s files. As to the last document, I would request that it be 
printed as a part of the appendix to the record of the proceedings 
here today. 

Mr. Streep. It will be so ordered. 

Gentlemen, on behalf of the committee I want to express our ap- 
preciation for your appearance. It is obvious you have devoted a lot 
of time and work to this presentation. We are always happy to hear 
from anyone who has information to present to the committee. So 
I do want to express my appreciation to you. 

Mr. Mixus. Thank you. 

Mr. Sreep. At this time we will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 6 p.m., the hearing was recessed, to reconvene at 
10 a.m., Thursday, February 18, 1960.) 
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THURSDAY, FEBRUARY 18, 1960 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SMALL BUSINESS 
PROBLEMS IN THE Dairy INDUSTRY OF THE 
SeLEect COMMITTEE ON SMALL BusINEss, 
Boston, Mass. 

The subcommittee met, pursuant to recess, at 10:20 a.m., in the 
Gardner Auditorium, State House, Boston, Mass., Hon. Tom Steed 
(chairman of the subcommittee) presiding. 

Present : Representatives Steed, Roosevelt, and Avery. 

Also present: Everette MacIntyre, general counsel, and Brooks 
Robertson, analyst. 

Mr. Steep. The committee will be in order. 

This morning the Chair wants to welcome to our hearings two of our 
very outstanding and able colleagues. On the majority side, we are 
pleased to have with us the Hon. Jimmy Roosevelt, from Cali- 
fornia, and on my left we are very happy to have from the minority 
side our very warm friend and able colleague, Mr. Avery, from 
Kansas. 

Both have devoted a great deal of time to the general subject of 
small business. They are both very familiar with the subject matter 
we are here inquiring into in the New England area. As chairman, 
I am especially delighted we have their assistance and presence with 
us here today. 

Mr. Avery. Mr. Chairman, I am very happy to be here. 

Mr. Roosevett. Mr. Chairman, this is sort of like old home week 
for me. Iam always glad to come back to Boston, which is sort of my 
second home. 

Mr. Sreep. The first witness this morning will be Mr. George W. 
Cashman. I don’t know whether you have any persons accompanying 
you or not, sir, but if you do we would be pleased to have them appear 
with you. 

Mr. Casuman. Those individuals who will be called as witnesses of 
the Independent Milk Dealers’ Association can all be sworn at the 
same time ? 

Mr. Steep. Yes. 

Mr. Cashman, Mr. Griffin, and Mr. Chapin, do you and each of you 
solemnly swear the testimony you are about to give will be the truth, 
the whole truth, and nothing but the truth, so help you God # 

Mr. Casuman. I do. 
Mr. Grirrin. I do. 
Mr. Cuarr. I do. 
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TESTIMONY OF GEORGE W. CASHMAN, GENERAL COUNSEL FOR THE 
INDEPENDENT MILK DEALERS’ ASSOCIATION, INC. 


Mr. Sreep. Mr. Cashman, if you identify yourself and your asso- 
ciates for the record, you may proceed. 

Mr. Casuman. Mr. Chairman, gentlemen of the committee, my 
name is George W. Cashman. I am attorney at law and have been for 
a considerable period of time general counsel for the Independent 
Milk Dealers’ Association, Inc., a group of independent milk dealers 
whose product is prince ipally sold in area 17, which is the Greater 
Boston area. 

Those of my associates who are here present this morning to testify 
are Mr. Peter Griffin and Mr. Melvin Chapin. 

There are two other witnesses, as I understand it. I do not as of 
the moment see them here, but I am quite confident that they will be 
here. 

I have a prepared statement here, Mr. Chairman. For the purposes 
of the committee, may I offer your copies? May I ask, with your 
consent and approv al, that the entire statement go into the record, 
although in the interests of saving time, I shall refer to only a portion 
of it. 

Mr. Streep. Very well. 

Mr. Casuman. As I have already indicated, I am George W. Cash- 
man. I am attorney at law, and I have represented for some con- 
siderable time the Independent Milk Dealers’ Association. 

This is an association which presently consists of some 30 to 35 
members. The variance in numbers being attributable to intra- 
association determination of who, by virtue of having paid dues, is or 
is not a member in good standing. 

In addition to my representation over a rather lengthy period of 
time of the Independent Milk Dealers’ Association I am, for the pur- 
poses of this hearing, appearing as special counsel for various in- 
dividual dairymen in the Worcester, Springfield, and Greenfield, 
Mass., areas. 

I am and have been, for the purpose of additional identification, 
general counsel for at least one of the dairies in the Greater Boston 
‘Area since 1934. For the convenience of the committee a list of the 
members of the Independent Milk Dealers’ Association, Inc., is ap- 
pended to this statement and marked as “schedule A.” 

For the convenience of the committee I have, from time to time, 
submitted to its general counsel, affidavits made by various milk 
dealers to your honorable body, a schedule of which is appended to 
this statement and marked for convenience “schedule B.” These I 
shall be privileged to submit to you at the conclusion of all of the 
independent milk dealers here present who will testify. My reason 
for retention at this moment is some of them will have to testify from 
the originals, which are in my possession. 

I am informed and believe that the individuals whom I represent in 
the so-called Boston market account for approximately 10 percent of 
the daily milk sold in the Boston market which is alleged to be in the 
vicinity “Of 1,100,000 daily quarts. 

It is a reasonably reliable estimate that 1 percent of the Boston 
market is approximately equal to 10,000 daily quarts of milk in any 
and all types of containers. 
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For the last 2 years it is not only believed but, in fact, in certain 
instances it has been definitely established that certain milk corpora- 
tions doing business in Massachusetts have been selling milk to the 
general public at a price which is less than the cost of such milk, 
including services rendered in connection therewith, in violation of 
various statutes of the Commonwealth of Massachusetts. 

In various conferences that have taken place with the Massachusetts 
Milk Control Commission it has been freely admitted that sales below 
cost have been made and it is as the result of the practice of selling 
milk to the general public at a price which is less than the cost of such 
milk that the Independent Milk Dealers of Massachusetts are today 
confronted with a life and death struggle for economic survival. As 
a matter of fact, in many instances of my own knowledge, which will 
be brought to the attention of your honorable committee, the life and 
death struggle has already been resolved, for economic murder has 
already taken place. In the last few months various of the individuals 
whom I represent, or perhaps more properly, various individuals 
whom I used to represent, have been forced out of business and no 
longer need representation unless it be in the bankruptcy court. 

The demise of these dealers may well perhaps be attributable to 
many factors; not all of which I can nail down with certainty. How- 
ever, I am able to start off with the result that has taken place in an 
unstable, cutthroat market. The result is before us. Milk dealers 
have either been forced out of business or are being forced out of busi- 
ness or are about to be forced out of business, as the case may be. 

All of these dealers have been in business for a long time. Some of 
them represent second and third generations within the general milk 
business. I stress this because it may well appear obvious to your 
committee that these concerns function with more than just a modicum 
of efficiency over an extended period of time. It is my honest belief 
that these firms, these dealers, did not become inefficient overnight. 
There were other more devious factors which brought about actual or 
threatened financial ruin. 

These factors quite generally might be described as follows : 

(1) Cutthroat competition. 

(2) Below cost sales. 

(3) Tie-in sales with other products. 

(4) Inferior quality and quality control. 

(5) Purchasing a market by below cost sales which, in the aggre- 
gate, would be far less than the purchase of goodwill of an equal 
number of units. 

(6) Rebates. 

(7) Extension of credit many times in excess of the net worth of 
the business to which credit is being extended. 

(Of this latter, Mr. Chairman, gentlemen of the committee, I insert 
parenthetically that there was evidence offered yesterday that some 
3 or 4 years ago the New England Milk Producers Association was in 
hock, or, rather, vice versa, one of the jug dealers up in Springfield 
was in hock to the New England Milk Producers Association to the 
extent of an undisclosed, but rather substantial, amount of money.) 

(8) Unwarranted tax concessions which in an extremely sensitive 
industry gives an inequitable advantage to one group over another. 

(9) Price discrimination between various areas. 
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(10) Price discrimination through the use of special promotion 
deals. p 

(11) In a firm dealing with many products the subsidizing of milk 
products by other products sold by the same firm. 

(12) Lastly, for the purpose of this affidavit, the problems stemming 
from the inequalities of Federal milk marketing orders. 

It is neither my purpose nor, as I understand it, the purpose of the 
individuals I represent to beg for aid. If we are conducting a “horse 
and buggy operation” in a “jet age;” we may deserve sympathy ; but 
antiquated methods of doing business, if they exist, ought not to be 
rewarded. 

We are of the belief that, not only are we not inefficient, but our 
legitimate costs when compared to the cost of others within this in- 
dustry whose figures have become a matter of public knowledge, in- 
dicates that we are extremely efficient. 

In the case of the independent milk dealers whom I represent this 
efficiency of operation, as it is reflected in our costs, may well be 
attributable to the fact that ownership personnel does not watch the 
clock; is not on a 40-hour week; is virtually on a 24-hour-a-day duty 
in any and all kind of weather; that they have everything in the 
world tied up in this business. 

Your honorable committee in its House Report No. 2713 issued 
under the date of January 3, 1959, uncovered and became familiar 
with the Dallas, Tex., situation in which large distributors of fluid 
milk had been selling milk in half-gallon paper containers for prices 
as low as 26 cents per half gallon or 52 cents per gallon, and the sworn 
testimony of the manager of one of these large distributors showed 
that the company for which he worked had been losing approximately 
18 cents per gallon in making sales at those prices and estimated that 
his company’s losses ran from $3,000 to $4,000 per day. 

I insert here parenthetically that yesterday your committee heard 
testimony to the effect that virtually everybody in the milk industry 
was selling below cost. You have evidence before you in the exhibits 
that were presented to you as of yesterday that when the cost of a 
half gallon of milk in the Boston area was 48 cents a half gallon, it 
was being sold in the Boston area for 38 cents a half gallon out of the 
store. 

I call to this committee’s attention that business once lost to this 
type of predatory pricing can never be regained by the small dealer, 
for he does not have the economic wherewithal to keep himself afloat 
while such wanton pricing is permitted to exist. 

I do not want to point the spotlight at any specific dairy which I 
represent. I would, however, at this point, in specific terms but with- 
out mentioning names, indicate what has happened to some of my 
people. Their affidavits which have been submitted to you will iden- 
tify them in no uncertain terms to this committee. 

Illustration No. 1: The following was related to me in even greater 
detail than I incorporate herein by a western Massachusetts milk 
dealer who has been in the milk business for approximately 40 years, 
has what he describes as an extremely efficient operation and has had 
sufficient capital to “ride out the storm.” For 2 solid years, since 
the time that the current situation erupted on the surface, another 
dealer in the same general area with roughly 8,000 to 10,000 daily 
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quarts of business has been trying to sell out his business, lock, stock, 
and barrel. It will perhaps come as no surprise to this committee 
that even though, as the seller, he was interested in getting the maxi- 
mum price for his business, he immediately excluded any sum being 
paid for the goodwill of his business which he himself indicated was 
worthless in the existing market. At the time that he made this propo- 
sition he had been in business for many years and as of early 1958 
he was realistic enough to consider the goodwill that he had worked 
many years to establish as being worthless. His further proposition 
was to the effect that the potential buyer take over his assets without 
any money down and to be paid for over a period of years. In that 
far western Massachusetts market, with the uncertainty of the future, 
the prospective buyer expressed regret but absolutely no interest on 
any basis. 

Illustration No. 2: Our next situation is one in which an individual 
who represents the second generation in this business, an individual 
with a fine educational background and with good training in the 
industry, was recently forced to sell out for a sum that did not enable 
him to pay his existing creditors. 

Illustration No. 3: Another individual case which is within my own 
knowledge is one who, in August of 1957, came into the milk busi- 
ness with $10,000 in cash of his own. Ten months later he had not 
only lost his $10,000 investment but his subsequent bankruptcy showed 
that he owed in excess of $50,000 and has been unable to pay his 
producers several thousands of dollars. 

It is a matter of public record and a matter of common knowledge 
that in our Federal district court, in July of 1959, a small milk dealer, 
whom I do not now represent nor did I ever represent and who, to 
the best of my knowledge, was never a part of any organization that 
I represent, admitted to owing a total of approximately $131,000. 
He admitted in open court that he owed the Federal Market Adminis- 
trator (producer settlement fund) bills totaling approximately 
$25,000, filed with the Federal Market Administrator’s office for 
the months of February through June 1959. The president of the 
milk company involved admitted in open court, “The loss during the 
year 1958 amounted to $11,537.91.” 

He further admitted, “The loss during that year was caused by a 
milk price war.” 

Illustration No, 4: Another company which I represent as a mem- 
ber of the Independent Milk Dealers Association admitted through its 
president and treasurer at the hearings which were concluded in March 
of 1959 that he was having difficulty paying his producers. 

Just recently this individual who had managed during this period 
of time to pay his producers appeared in the Federal court charged 
with failing to turn over to proper authorities taxes withheld in 
behalf of his employees. 

Illustration No. 5: Lastly, though the parade of casualties is vir- 
tually endless, there is a case of the individual who, in my certain 
knowledge, gave up the unfair, unequal, and inequitable struggle in 
May of 1958, after a lifetime in the milk business, and after his busi- 
ness which had not long prior thereto consisted of five good routes 
had dwindled to one bad one which he was reduced to running himself. 

Gentlemen, I repeat again that, in my honest judgment, none of the 
foregoing casualties were attributable to inefficiency nor were they 
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attributable to a change in buying habits of the consuming public; 
nor were they attr ibutable to the ability on the part of anyone in the 
industry to market the product at any meaningfully lower cost. 

The Federal order was designed to aid the farmer. As of about a 
rear ago there were approximately 5,000 farmers in Massachusetts 
producing milk. These farmers, accor ‘ding to information furnished 
me through the milk control commission and through the Federal 
market. administrator, are realizing an annual income of approxi- 
mately $50 million. The majority of these producers sell their milk 
to small or medium-sized dealers. The majority of these producers 
have no access to the large dealer. Unless these dealers who buy their 
milk from these producers are protected from below-cost price cutting 
of dealers who have found and taken advantage of loopholes in the 
law, they will be forced out of business and their producers will be 
forced out with them. 

In the fiscal year of the Milk Control Commission of 1940-41, 
there were 3,742 dealers doing business in the Commonwealth of 
Massacchusetts; in the fiscal year 1957-58, which ended in June of 
1958, only 1,178 dealers were in business and more and more of 
those dealers were going out of business with the passing of time. 

Since this was written, two of my dealers have gone out of ex- 
istence. 

The foregoing means that only 30 percent of the dealers who were 
in business 18 years ago are still in business today, and less than 20 
percent. of the dealers who were in business 25 years ago are still 
around to tell the story. 

May I depart from the script for a moment? Yesterday you heard 
testunony from an expert. I don’t know, Mr. Chairman, and gentle- 
men of the committee, what an expert is. But I have come to the 
conclusion recently that an expert is a fellow who renders an opinion 
away from home. And this fellow rendering the opinion was a long 
way from home. 

Now, what he suggested is that there ought to be more cattle_in 
a herd, and there ought to be more modern tec hnological means avail- 
able to the small dealer. How in heaven’s name does he get the 
money to buy the greater herd, and does he know that no operation 
with less than 10,000 daily quarts can be efficient with the new ma- 
chinery and equipment, that the cost thereof is prohibitive below the 
10,000 per day quartage ? 

During this period of time referred to it is safe to say that no 
large des alers went out of business. It was only the small or, in some 
instances, the medium-sized fellow who was driven out for varying 
reasons. 

Today it is virtually impossible for a small producer to get a 
market for his milk with a large dealer; and unless the small and 
medium-sized dealers who do buy the Massachusetts produced milk 
receive relief against unfair practices there will be neither producer 
nor small nor medium-sized dealer left. in Massachusetts. 

Again, if I may depart from the script—we have great deference 
and respect for our sister State of Vermont. In Massachusetts, how- 
ever, the total milk picture, in addition to the $50 million that the 
farmer gets for his product, as per the Market Administrator’s figures 
for the year 1958, the total milk picture in Massachusetts is $300 
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million. And I respectfully suggest to this committee that it is not 
the function of Massachusetts business or of the Massachusetts g@ov- 
ernment to preside over the dissolution of its own empire in order that 
the sister State of Vermont, much as I regard it highly, can benefit 
thereby. 

As a personal matter, I am, as a general proposition, opposed to 
price fixing; but I do not want to be legislated out of existence nor 
do I want “the absence of legislation in other areas and its presence 
in another to be the cause of my certain demise. The economy of 
this Commonwealth is very definitely affected by the cash income of 
milk on the farm. Many of our rural communities are dependent 
upon taxable income from dairy farmers and if we lose this industry 
which, in the aggregate, amounts to some $300 million annually, it 
will no longer be possible to say, “Massachusetts, there she stands” 
but substituted therefor will be “Massachusetts, there she lies.” 

The small dealer and his small producers having been driven out of 
business, as the result of dubious practices on the part of unscrupulous 
dealers dedicated to the proposition of either “crashing into a mar- 
ket” or monopolizing it, the following at least will be affected: (a) 
Real estate values; (6) values of machinery and equipment; (c) 
5,000 milk drivers and their families; (d) the automobile industry, 
whic h has a market for thousands of trucks in the area; (e) gram 
dealers; and (f) literally dozens of other related industries or people. 

All of the foregoing give considerable employment within the 
Commonwealth of Massachusetts. They are all symbols of the little 
business which is the unquestioned backbone of the Commonwealth 
and of the country, for these little people have their roots here and 
are hardly in a position, nor do they have any desire, to move out of 
the Commonwealth in order to effect favorable tax positions. 

Parenthetically, I respectfully submit that the chairman of this 
committee suggested yesterday that the desire on the part of the Fed- 

‘al Government was to get taxpayers rather than individuals to 
whom tax dollars had to be given. And this business of moving 
out in order to create a favorable tax position is about as euphemistic 
a thing as I could possibly have said, because there are no taxes on 
losses. All you get is carryovers. And then you have got to wait 
for survival to make them of any use or any consequence. 

These people are here to stay if they can get requisite protection 
to cure existing evils, existing malpractices, and existing loopholes 
in the law. 

If, having been afforded an opportunity to compete equally with 
others in the industry, they are unable to do so, then, while I may be 
sympathetic to their plight, as I know you would be, I have no 
quarrel. 

I point out, supplying emphasis in so doing, that, if the small 
dealer whom I represent either generally or specifically is forced out 
of business because of sharp practices or unfair practices or unlaw- 
ful practices, then it must be obvious that the industry, having fallen 
into the hands of a limited few, will be able te “divide up” the mar- 
ket and “compete without competition,” at least until one of the 
survivors is again bitten by the predatory bug. 

And here, momentarily, if I may, with your permission, an off the 
record statement—that when my secretary typed this up she put in 
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the word “purgatory bug,” and I think that that is only a couple of 
steps above what the ac tual situation was. 

Perhaps at this point I should make at least one reference to mat- 
ters demonstrating the inability of any of those I represent to 
yet even ai insecure toehold on “wholesale” business. One of the af- 
fidavits submitted to you will demonstrate the following—that a small 
independent milk dealer who represents a second generation in the 
business had a portion of the school business in the city of Boston. 
At some time the schools wanted the school milk packaged in paper 
containers. This small dealer did not have a paper machine and he 
Jost out on his right to bid for the school business. With this situ- 
ation I do not quarrel. Thereafter, he watched some dozen dealers in 
the Boston area compete for this business and eventually the number 
of competitors for varying reasons was reduced to three bidders. At 
this point, the applicant purchased a small paper machine and once 
again submitted a competitive bid on which he was a few hundred 
dollars lower than one of the giants in the industry. Since my small 
dealer was the low bidder he won the contract which was awarded to 
him. It may be of significant interest to your honorable body that 
the next year the goliath that had been outbid on the prior occasion 
referred to slashed his bid by the equivalent of at least 2.5 cents 
per quart under his bid of the year before. 

I respectfully submit to this body, which has tremendous experi- 
ence on a national level that not in this world could there have been 
affected an economy of better than 2.5 cents from one year to the 
succeeding year. But the bid was so submitted. It must be obvious 
that my small dealer lost the contract that he had had the year before. 

It may be of additional interest to note that, while the price to 
consumers was being splashed, in the general market, the bids sub- 
mitted with respect to Boston school business were going progres- 
sively higher during the same period. It would so appear that, just 
as the Devil can quote the Scriptures to suit his purpose, so the large 
unscrupulous dealer can quote prices to suit his purpose. 

During the hearings conducted before the milk control commis- 
sion which ended in March of 1959, one distinguished witness for in- 
terests in opposition to those that I represent indicated in substance 
that, if all of the Massachusetts farmers went out of existence, the 
the Massachusetts market would not be the worse for it and that there 
would continue to flow into Massachusetts the-requisite amount of 
fresh fluid milk with which to serve the milk requirements of the 
Massachusetts consumers. 

In this connection it may perhaps suffice to state that things are 
not really very important, particularly if they happen to someone 
else. 

During a period of 25 years of at least a mild association with the 
milk industr y, and at least 2 years of extremely intensive association 
with the milk industry, I have been involved in many purchases and 
sales of milk businesses. I know of my own knowledge that the good- 
will of a quart of milk at one time or another has sold for somewhere 
between $7 and $20 per quart. 


And this in the Boston market, as well as in the general Massachu- 
setts market. 
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However, it appears that there are cheaper ways of purchasing busi- 
ness and of breaking into a market. One of them is to sell below 
cost. . 

Assume that the sale of a quart of milk delivered every other day 

at 2 cents below the cost of a dealer; this would mean a loss of a 
maximum of 8 cents per quart per week or $4.16 per year. To my 
knowledge in this area, businesses are sold on the basis of what is 
left at the end of 30, 60, or 90 days, as the case may be, and thereafter, 
as a general proposition, the business is retained by the purchaser 
unless some untoward or unusual incident happens. Thus, at the 
end of even a year a purchaser is two, three, or four times as well 
off as he would be if he purchased the goodwill of a quart of milk 
under ordinary circumstances. 

The same distinguished witness produced by the so-called opposi- 
tion at the recent hearings held in Massachusetts concluded last 
March, indicated in substance in another portion of his testimony 
that, an individual breaking into a market should be left alone until 
he had established a toehold on that market and thereafter his 
pricing should be supervised by the authorities. In other words, it 
would appear that, if your design and purpose is to steal a market, 
those in authority should stand idly by while you do it and then when 
the situation has become a fait accompli the individual who has stolen 
the market should be permitted to become respectable by revising 
his price structure upward. This is quite consistent with the belief 
on the part of some people, fortunately a limited number, that, if 
you can steal enough, you should be honored and if you steal only 
a little you should be punished. 

There is yet another area of extreme difficulty; i., the use of 
multicorporate entities within the same industry by means of which 
not only to take legitimate and proper advantage of tax situations 
but additionally to take advantage, thereby, of the ability to bury 
costs and to permit one corporate structure to subsidize a subsidiary 
or an affiliate corporate structure. 

Gentleman, I respectfully submit to you that in an industry wherein 
approximately 60 percent or more of the ultimate price to the con- 
suming public is regulated by a Federal market order and an industry 
in which within a matter of mills rather than pennies the cost of 
bottles and caps and the like are virtually identical, that there exists 
very little possibility that total costs are going to be materially dif- 
ferent as between the various individuals in the market. There is 
very little distinction, as is unquestionably well known by this com- 
mittee, between labor costs of a nonunion and a union shop for with 
the passing of years these costs have been virtually equalized. Where 
then are these tremendous savings that can be passed on to the 
consumer? The answer is that legitimately there is but very little. 
The further answer is that illegitimately there can be as much as 
the capital pave of anyone in the market permits. 

And maybe, parenthetically, I ought to say that it might depend 
in some measure on what the capital position of the fellow who is 
subsidizing the market will permit. 

If reserves are tremendous or great, or if subsidization is in effect, 
then a great deal can be passed on to the public. But only to its 
ultimate disadvantage. ; 
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Predicated upon information available to me and emanating from 
the milk control commission, as the result of suit brought by the milk 
control commission against one of the large dealers it “has been estab- 
lished beyond question that, in July of 1959, half gallons of milk in 
glass were being sold for 8 cents less than the dealer’s cost and that 
gallons in glass were being sold by the same dealer for 13 cents 
less than cost. Further, the evidence seems to be irrefutable that, even 
the price of the sale to the consumer, as advertised in July of 1959, 
would be less than the processing dealer’s cost. It was because of 
the perpetration of the foregoing, as well as other misdeeds, that the 
people I represent have been squeezed until there is nothing left. 

As the result of what is inherent in the foregoing statement, one 
of the individuals whom I represent through the Independent Milk 
Dealers Assosciation experienced a tax lien recorded against him as 
recently as November 1959. I deliberately do not mention the name 
of the company involved but as evidence of the accuracy of my state- 
ment I attach hereto a Dun & Bradstreet, Inc., report, marked for 
your convenience as exhibit D, and the confidentiality of which I 
respectfully request to be honored unless and until release thereof is 
authorized by the officers of the company involved. 

It may be of interest to note that, while the representative of the 
Independent Milk Dealers Asssociation was “crying in the wilderness,” 
the inevitable result of what was taking place in the Boston market 
was likely to be the creation of a monopoly, some of. the press pooh- 
poohed this idea as being a “monopoly bogey man.” And all this 
despite the fact that, in the Springfield area, as a practical matter, 
only three companies have managed to survive and have thereby 
ac quired a market of hundreds of thousands of daily quarts of milk. 

It is noteworthy that the second largest dealer in the area which, 
in April of 1954, had annual sales of approximateley $4 million has 
long since disappeared from the local scene which is now dominated 
by the largest nationwide company and the largest New England 
company. There is every reason to believe that, in the Springfield 
area, milk dealers fell by the wayside not because they were inefficient 
but because they couldn’t compete with unfair or monopolistic prac- 
tices. They couldn’t compete with price discounts and loans and the 
giving of equipment and other trade inducements wherever they 
existed. Further, they couldn’t compete with deliberate below- cost 
sales either for the purpose of getting a market or for the purpose 
of retaining one. 

Now, for a moment, may I dwell on the thought that supermarkets 
throughout Massachusetts are now selling and have been selling milk 
and dairy products at below cost in violation of the State law, and 
that the so-called 6 percent markup law in effect in Massachusetts 
today is completely meaningless because labor costs alone in chain 
stores today are alleged and probably do represent 10 percent of the 

sales dollar. It is a matter of which your honorable committee can 
take the equivalent of judicial notice, ‘that the turnover involved in 
the sale of a loaf of bread is quite probably consistent with the turn- 
over involved in the sale of a quart of milk and, according to statistics 
available, both on the national and the regional level, markup on the 
sale of a loaf of bread out of the store is in excess of 20 percent. 

Take a look at what happens, gentlemen. We have reliable testi- 

mony, and it has already been put into the record, that the average 
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markup that is required by chain stores is at least 20 percent. Now, 
does it not stand to reason that if milk comes out of the chain store, 
assuming it does, even at the 6 percent markup requisite to cover our 
Massachusetts law, that the deficiency between the 6 percent and the 

overall 20 percent that they need is going to be made up on the other 
end, if not increased ? 

I think that it is axiomatic that the sale of a loaf of bread does not 
call for or require the degree of handling involved in the sale of a 
quart of milk. It is not only suspected, but it is probably true that 
bona fide expenses are covered up and that if true costs and expenses 
were reflected that the differential between the quart of milk delivered 
to the doorstep and the quart of milk sold over the counter has never 
been properly reflected and that if all the proper expenses were allo- 
cated to the cost of a quart of milk out of the store and were ee 
reflected, the price to the consumer of said store milk would be ¢ 
great deal more than it actually has been even in a so-called caus 
market. 

The larger companies, with their tremendous local sales, inflict bitter 
punishment on their local competitors without ever seriously endanger- 
ing their own profitmaking potential. They carry on price wars of 
considerable duration in outer marketing areas without endangering 
their profit potential because only a relatively small amount of their 
volume is involved at any one time in the so-called outer areas. The 
local independent milk plant in these outer marketing areas, since all 
of its production is involved in a small area, obviously can become 
bankrupt in a short order by these tactics. This practice of selling 
milk at low prices in one area while maintaining higher prices in 
another area in order to damage competition In the low price area is 
clearly a violation of the antidiscriminatory price section of antitrust 
laws. 

Gentlemen, in conclusion, I charge without naming them, for I feel 
that. your information is at least equal to mine if not much greater, I 
charge the following: 

(1) That large distributors destroy small competitors and gain 
control over prices: 

(2) That large distributors moved to destroy their competition by 
discriminating in prices between different areas; 

(3) That there has been an organized éffort to eliminate the small 
businessman in the dairy business; 

(4) That large dairies have, consistent with the pattern that you 
have found throughout the length, breadth, and width of this country, 
tried to create a monopoly : 

(5) That there has been an arrangement between large grocery 
chain stores and certain large dairies by means of which both seek to 
monopolize the distribution of milk; 

(6) That large dairies want to dominate the distribution of milk 
so that they can command whatever prices they see fit, so that they 

‘an have a ready market for other commodities which they sell; 

(7) That the Boston market and the Massachusetts market gen- 
erally has seen flagrant cases of price discrimination; and I say here 
that the information you have with reference to the cost studies sub- 


mitted by the Rittenhouse reports shows conclusively that this is 
so. 











532 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


(8) That some of the companies have been able to manipulate prices 
to their own advantage, even if this were limited only to their ability to 
depress the so-called blend prices ; 

(9) That these factors have either wiped out the small dealer or 
have forced him to reduce his prices ruinously in order to stay in 
business hopefully until the evils practiced in this business have been 
eradicated. wi, 

I respectfully submit to this honorable body that the individuals 
whom I represent have and they can continue to compete against any 
variety of fair competition. But they cannot compete against sales 
below cost, against the gratuitous installation of cabinets and freezers 
and cooler systems, against discounts, against the giving of fixtures and 
the signing of notes and the payment for advertising. 

I close on the certain note that the members of this committee who 
have been so very much alive to the conditions about which I have 
spoken in so many other sections of the country will be convinced as 
the result of their investigation and these hearings that legitimate 
small business in the Massachusetts area has been victimized by un- 
fair and unscrupulous practices which I know that your committee is 
dedicated to eradicate. 

May I thank you, each member of your committee, and the investi- 
gating staff which has been so kind and courteous to all of us during 
these troubled times, for all of the kindnesses that have been extended 
to me. 

May I close with this comment: I have before me a display, the sig- 
nificance of which I should like to bring to your attention. 

Here is a half gallon of milk in the Boston area 17, at the present 
time selling for 45 cents, a half gallon. For whatever value it may 
have—bearing in mind the hue and cry that has gone up throughout 
the length, breadth, and thickness of the Commonwealth, somewhat 
stimulated—and I say this advisedly—by an unfortunate political 
climate that has been involved in this State—I relate it to the cost of 
prune juice translated into a half gallon, which would be 90 cents. I 
relate it to Listerine antiseptic, which translated into the half gallon 
would be $7.90. I translate it into grapejuice, the significance of which 
is certainly not as great as the significance of milk, which translated 
into the half gallon would be 66 cents.. I translate it into milk of 
magnesia, which in the half gallon would be $3.04. 

Mr. Chairman, and gentlemen of the committee, I translate, I 
translate, I translate. All of this means that milk which goes into the 
store at the present time at about 42 cents a half gallon, and comes out 
of the store at 45 cents a half gallon, which translated into the overall 
profit is less than 7 percent—this is what the hue, cry, and the holler 
has been about. 

And if your committee, bearing in mind the comment of the chair- 
man yesterday, that he couldn’t guarantee what the results would be— 
if your committee does nothing else but focus the attention on what 
I have had to say, and what it has commented on its own, as a result of 
what it has seen throughout the length, breadth, and thickness of the 
United States, to alert the public of Massachusetts that they have been 
hoodwinked—if you do nohing more than that, gentlemen, you not 
only would have continued to serve the country the way all of you have 
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to the present time, but you will have done yeoman service for the 
Commonwealth of Massachusetts. 

Thank you. 

Mr. Strep. Thank you, Mr. Chairman. 

Off the record. 

(Discussion off the record.) 

Mr. Streep. The committee will be in order. 

Mr. Roosevelt, do you have any questions ? 

Mr. Roosevert. W ell, Mr. Chairman, just a few. 

Mr. Cashman, I certainly enjoyed your testimony, and you certainly 
gave it with all the emphasis that makes me think you really believe it. 

Mr. CasHMAn. I do indeed, sir. 

Mr. Roosrvetr. On page 5, item 8, you list unwarranted tax con- 
cessions. What tax concessions are those? What level of government 
is that ? 

Mr. CasuMan. Well, I think, basically, sir, it involves the favorable 
position that cooperatives are in. Now, I want my feeling to be com- 
pletely understood to the extent that I can enunciate it. 

I have no objection whatsoever to tax concessions in certain direc- 
tions. But when you give them in an area as sensitive as milk, as a 
result of which the cost per unit is considerably diminished, then I 
think that this is one of those areas in which you get into the inequality 
of equality, or the equality of inequality, however you express it. I 
think that they get a break, which may well, under certain circum- 
stances be warranted; but not necessarily from a point of view in a 
sensitive market, where water i is seeking its lowest level—they may be 
able to undersell. 

Mr. Roosrvett. Further on down that page, you refer to the prob- 
lems stemming from the inequities of the Federal milk marketing 
orders. I presume that it is some place in the hearings—those will 
be somewhat detailed, will they ? 

_ Mr. Casuman. They have already been submitted as of yesterday, 
sir. 

Mr. Roosevett. All right. 

Then on page 22, you point out that in the Springfield area, only 
three companies have managed to survive and have acquired a market 
or a practical monopoly. For my own information, is one of these 
three companies also a prominent company in the Boston area ? 

Mr. CasHMaAn. Yes, sir. There is no secret about it. If you would 
like me to disclose the name, to my knowledge—— 

Mr. Roosevett. I will put it to you this way. Is the Hood Co. one 
of those three companies ? 

Mr. CasuMan. It is indeed, sir. 

Mr. Roosrvett. So they have gone out from this area and already 
have achieved a part of a monopoly situation in the Springfield area? 

Mr. CasuMAn. I think this is true. 

Mr. Roosrvett. On page 23, you point out the fact that there is 
a Massachusetts 6 percent markup below cost law. In your opinion, 
has this—is it the way this law is written that there has been a prob- 
lem in enforcing it? Or has it just not been thoroughly enforced ? 

Mr. CasHuMan. Well, I think it is a law which has been more honored 
in the breach than honored. Secondly, it is as archaic as the Tooner- 
ville Trolley, because with rising costs all the way through the coun- 











534 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


try we are still operating on what—and I don’t want to misinform 
this committee—I am led to believ e, and if my memory serves me 
correctly, took place in the middle 1930’s. And this is the same law, 
the same margin, under which we are currently operating. 

Then, there has been a flagrant violation, admitted by everybody. 
Here yesterday it was admitted that virtually everybody—the chair- 
man of the milk control commission was quite cautious. He said he 
was convinced that virtually everybody was selling below cost in the 
market. And this from questionnaires which they themselves, the 
dealers themselves, signed and submitted under pain and penalty of 
perjury. 

Mr. Roosevett. Mr. Cashman, you probably are aware of the fact 
that the chairman of this committee and the chairman of the full 
committee and many others have introduced a Federal below cost 
selling bill. Have you had time to study that? 

Mr. Casuman. | regret to say—I would like to be able to say I 
have. I regret that I have been 

Mr. Roosevetr. Yesterday, our good chairman pointed out that 
the point of these hearings is to come up with something constructive. 
And I would echo what he said yesterday at these hearings, that if 
some of you would study that bill, and let some of your own repre- 
sentatives know what you think about it, it would do an awful lot of 
good, because it is not up to this small band to pass legislation. It is 
passed by the entire Congress, and not by just a few members. So 
I hope you will urge a study of it by your membership, and then let 
your Representatives in the Congress know w hat you feel about it. 

Mr. CasHmMan. May I respectfully suggest, sir, ‘first, that I shall 
do precisely as you have rec ‘ommended. And, secondly, may I suggest 
that we have already let various Members of Congress know what we 
think of legislation currently in existence. And so we are quite— 

Mr. Roosevetr. Obv iously, that is not doing the job, however, so 
we need to look to other fields. 

Mr. Cashman, lastly, on page 24, you make the statement which 
bothers me a little bit, that if all the proper expenses were allocated 
to the cost of a quart of milk out of the store, and were properly 
reflected, the price to the consumer of said store milk would be a great 
deal more than it actually has been even in the so-called normal market. 
Am I wrong in assuming that what you mean there is that if the price 
reached a proper price, that it would be balanced off by other products 
which would come down, which today are excessively high in order 
to subsidize this excessively low price ? 

Mr. CasuMan. That is exactly what I meant, sir. 

Mr. Roosrvetr. I think it is important to point that out. Other- 
wise, they will start a campaign to scare the housewife into thinking 
she is going to pay an awful lot more for milk, and not let her know 
if she has to pay a little bit more, it will be compensated by other 
products. 

Mr. CasuMan. I think the point is well taken. I think you under- 
stand exactly what I had in mind, sir. 

Mr. Roosrvett. Thank you. 

Mr. Streep. Mr. Avery? 

Mr. Avery. Thank you, Mr. Chairman. 
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Mr. Cashman, you have to remember that Mr. Roosevelt and I did 
not have the adv: antage of being here yesterday to attend the hearings, 
and so if our questions tend to be repetitious and we plow up some of 
the same ground which was plowed up yesterday, 1 hope we may have 
your indulgence. 

The questions that immediately come to my mind are a logical sub- 
sequent chain of events to those of Mr. Roosevelt. 

Now, I would like to start on page 3. Even under that 6 percent 
requirement in the Massachusetts statute, and even more basic than 
that, there is a statute, and I have a copy of it before me, that it is in 
violation of existing law to sell less than the cost of the product, and 
the production connected therew ith, regardless of whether it is 1 per- 
cent or 6 percent or what. 

Now, Just what have you done in representing the independent 
dairies to seek relief under that particular statute? I am not familiar 
enough with the Massachusetts statutes, and I can give these citations 
to you. I have it here. 

No person shall sell within the Commonwealth any milk or render any service 
in connection with the sale or distribution of milk at a price less than the cost 
of such milk or vice versa— 
and so on. 

Now, specifically what have you done in representing the independ- 
ent dairies, Mr. Cashman, to seek relief under that statute ? 

Mr. CasuMan. Well, I think that my answer to you, sir, must be 
twofold. And this is not an attempt to prolong my testimony. It is 
quite consistent with what has been done. 

In the first place, I personally, for and on behalf of the Independent 
Milk Dealers Association, filed a mandamus petition against the milk 
control commission, and the director of milk control, for the purpose 
of stimulating some activity within that office. I want to make it 
quite clear that this was known to me, even before I did it, to be some- 
what wasted effort, not because they didn’t want to do their job. They 
did, in my judgment. 

Mr. Avery. Who was that? 

Mr. Casuman. The milk contro] division, the director of milk 
control. 

Mr. Avery. Who are they? Are they appointed by the executive 
of the State? 

Mr. Casuman. Yes. The members of the milk control commission 
are appointed by the Chief Executive of the Commonwealth, I think 
for 3-year terms. 

Mr. Avery. And their powers are set out in the statute? 

Mr. Casuman. That is right. Somebody has told me it is 6-year 
terms. 

Mr. Avery. All right. You may proceed. 

Mr. Casuman. Thereafter, I filed a mandamus petition against the 
attorney general of the Commonwealth, despite the fact that this was 
a rather unique variety of practice. But at least this was the extent 
to which I could personally go. 

Now, thereafter, the members of the milk control commission, 
through its director of milk control, filed bills of complaint against 
12 milk companies, starting off with H. P. Hood & Co., and going 
down the line. 
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Now, it seems to me, sir, that it is perfectly obvious that when you 
tell a person to do something, and then you don’t give him the funds, 
the budget, the personnel, the staff, with which to do it, it is a pretty 
empty gesture. 

Now, I don’t want to involve this committee, bearing 1 in mind its 
function—I have no intention of so doing—I don’t want to involve 
it in intrastate situations. But it seems to me that there are various 
situations that are involved here, bearing in mind the State lines 
that are crossed in the shipment of milk, that we get a comparable 
situation to other areas within the law that you and I know about, 
wherein the Federal Government and the State government have con- 
current jurisdicition and work together. 

Mr. Avery. I agree with you. But let’s don’t leave this complaint. 
Now, we got down to where the milk control commission filed a 
complaint against 12 of the largest processors and distributors. And 
then what? 

Mr. CasuMan. It is still before the courts. 

Mr. Avery. All right. What was the date of that filing? Approxi- 
mately? Was it last year? 

Mr. CasHMan. It was some time the middle of last year, the middle 
of 1959, July of 1959. 

Mr. Avery. Counsel reminds me the last one filed was October of 
1959, Mr. Cashman. Does that seem reasonable to you? 

Mr. CasuMman. I think so. 

Mr. Avery. The complaint has been filed. No action has been taken. 
It has just been rocking along on that basis ever since ? 

Mr. CasuMan. It has been rocking. 

Mr. Avery. You injected into this, and I think most appropriately, 
that there would be a quasi-question of jurisdiction. For the most 
part, does the milk flowing into the Boston market, is it involved in 
interstate commerce ? 

Mr. CasuMan. It is indeed. In the Boston market, I am told, and 
I believe, that roughly 97 percent of all milk that comes in—— 

Mr. Avery. Well, that has been covered yesterday. So as far as 
you are concerned, you have sought all the relief that is available to 
you under State law, and no action has been taken? 

Mr. Casuman. No action that has had any definitiveness. 

Mr. Avery. And did you mean to state by inference or otherwise 
that the milk control commission is somewhat limited by virtue of 
the budget that they are permitted to operate under? 

Mr. Casuman. Congressman, I say in all sincerity this is the euphe- 
mism of the week. 

Mr. Avery. Well, I am a farmer from Kansas. You will have to 
keep these terms reduced down here to where I understand them. If 
possible, could you restate that so I would know whether you mean 
what I think you mean ? 

Mr. Casuman. This is the understatement of ths week. 

Mr. Avery. How are their funds provided—by statute, or under 
the department of the executive? 

Mr. Casuman. No. Their funds stem from the assessments on the 
farmers and dealers by appropriation of the legislature. 

Mr. Avery. And from general funds, or does the legislature pass 
permissive legislation for a business tax, or what? 
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Mr. Casuman. The general fund, sir. 

Mr. Avery. Have they sought larger appropriations, to your 
knowledge ? : 

Mr. CasuMman. They have, indeed. 

Mr. Avery. And each year they come up with funds of such a 
nature that they are not in a position to fully administer the laws 
that fall within their jurisdiction ? 

Mr. Casuman. They are not, sir. Last year, by way of emphasiz- 
ing this point, they were seeking funds of a moderate nature by 
means of which to conduct a cost study. These funds were not forth- 
coming. And I strongly suspect that for whatever the reason, with- 
out getting into that intrastate hassle, they didn’t even know whether 
they were going to get a budget by means of which to finish out their 
function for the year 1959. 

Mr. Avery. But the question would become moot, would it not, 
whether or not the milk originated in interstate commerce, when it 
came down to the distribution within the Commonwealth of 
Massachusetts ? 

Mr. CasHMAN. Well, so far as Federal legislation, or so far as Fed- 
eral powers are concerned 

Mr. Avery. I didn’t state that very well. Regardless of whether 
the milk was produced within or without the State of Massachusetts, 
this statute that I read to you awhile ago would apply ? 

Mr. CasHman. That is right. 

Mr. Avery. Now, we will leave that point. I think we have pretty 
well established one area where some progress could be made possible 
on the local level without seekin rota: from the Congress. 

Now, you state further, Mr. Coshnish, that you recognize that any 
dairy would have to produce 10,000 daily quarts to be efficient. 

Mr. Casuman. No. I think what I intended to say was that in 
order to go into the jug operation, which is alleged to be the most 
efficient way of dealing with milk—that has yet to be established, 
but it is so alleged—you would have to have 10,000 daily quarts to 
warrant the expenditure that would be involved in the transition to 
the kind of machinery and equipment you would need to do it. 

Mr. Avery. I see. All right. Then let me ask it another way. 
You list on schedule A, page 29, the number of members of your in- 
dependent dairy association. What is the average daily quart pro- 
duction of your membership ? 

Mr. CasHman. I would say that it would, roughly—I think roughly 
the organization which has about 30 members produces 100,000 quarts 
of milk per day. 

Mr. Avery. That would be 3,000 daily quarts average. And so, in 
effect, you are saying that to gear their production to where they could 
compete at a price level such as the one that prevails, their production 
would have to be trebled almost ? 

Mr. Casuman. Well, this is on the assumption, sir, that the pricing 
in the market was a proper one. 

Mr. Avery. All right. Now, just one last question, and that is this 
matter of discrimination. This is the prevailing price in the Boston 
market—I assume—45 cents per half gallon. 

Mr. Casuman. I think it 1s a little less as of right now. 
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Mr. Avery. Well, let’s take that figure. Now, let’s take Spring- 
field, for instance, where we have three dairies survived the so-called 
price war, and they virtually have a monopolistic control on the 

market. What is the price of a half gallon of milk in Springfield ? 

Mr. CasHMAN. 39 to 41 cents. 

Mr. Avery. In other words—and I am merely translating my 
thoughts into words here—even though you acknowledge that they 
have a monopoly on the market—let me propound one further ques- 
tion. 

For how long has the Springfield market been reduced to three 
distributors ? 

Mr. CasHman. The director of milk control informs me it is some- 
where between a year and a year and a half ago. I might suggest, 
if I may, at this point, that the war is still going on up there. There 
is a gallon jug operator up there, as a result of which the prices are 
below the Boston market. 

Mr. Avery. Now, is that gallon jug operator in addition to those 
three you referred to in your statement, or is he one of the three? 

Mr. CasuMAN. He is one of the principal three. There are a couple 
of small and inconsequential ones. 

Mr. Avery. But for all practical purposes the market has been re- 
duced to three distributors. 

Mr. CasuMan. That is right. 

Mr. Avery. And it has been that way for about a year and a half. 

Mr. CasHMan. That is right. 

Mr. Avery. The half-gallon price in Springfield varies from 39 to 
41 cents. 

Mr. CasumMan. That is right, sir. 

Mr. Avery. I think that is all, Mr. Chairman. And thank you 
for you indulgence, and thank you, Mr. Cashman, for your very fine 
statement and responses. 

Mr. Sreep. Mr. Cashman, on page 5 of your statement you list some 
factors, and I am particularly interested in No. 4, inferior quality and 
quality control. I wonder if you could enlarge on that just a little. 

Mr. Casuman. Mr. Chairman, you may recall the testimony that we 
heard vesterday from Mr. Michael, and I believe his title is director 
of public health. And you will recall his testimony about what he 
and other subsequent witnesses referred to as bootleg milk, milk that 
came in from out of State, from uninspected sources, maybe some spot 
and some distressed milk from farms that never would have been 
passed on by our health officials, and by our officials dealing with the 
general subject matter of milk. And in any situation involving a 
nrice strugele, the first thing that suffers, as a general proposition, has 
been the quality of the milk and the quality of quality control of that 
milk. They begin to cut corners. You can’t cut them in the bottles. 
You can’t cut them in the caps, as a general proposition, and even if 
you did it would be inconsequential. So you do cut it on the raw 
product, and on the supervision that you give with respect to the 
bottling or the packaging of this raw product, as a result of which, 
in Moessachusetts, where we have an unusually high standard with 
respect to milk, as you heard yesterday, there were many situations in 
which the bacteria count of milk that was coming into the area was 
inordinately high, and a potential threat to the health and the welfare 
of Massachusetts citizenry. 
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Mr. Sreep. You think that situation still prevails? 
Mr. CasumMan. Well, I think that a responsible answer to that 
would run about as follows: I know of no reformed sinners in the 
milk business, as of the present minute. There is no reason for me to 
believe that any individual who was capable at one time or another to 
play leapfrog with our State officials, as testified to by the attorney 
general of the Commonwealth yesterday—where they were trying to 
catch up with truckloads of milk, and enlisting the aid of our good 
neighbors from Connecticut and elsewhere—no reason for me to be- 
lieve that an individual who would start on this kind of an operation, 
is not now doing it. 

Now, maybe that is an oblique answer to your question, but. specifi- 
cally I cannot say this is still going on, except that as a general propo- 
sition, where you are trying to cut corners, where you must cut corners, 
you do cut them. 

Mr. Sreep. Have any of your people been able, in checking the 
quantity reports, come up with any indication that the so-called ‘boot- 
leg milk could be detected in terms of the quantities? I know that 
you have ways of knowing the quantities that come through legiti- 
mate channels. You have ways of knowing what the general overall 
total demand has been. And I was just wondering if any effort has 
been made to compare those two figures to see if the excess of demand 
over the legitimate milk supply would indicate that the gap was made 
up by bootleg milk. 

Mr. Casuman. Well, Mr. Chairman, I know that there is an answer, 
and I know that the answer lies in the hands of the market administra- 
tor. And I know, as you heard yesterday, that there is no liaison 
between the State and the Federal Government, so that there could be 
an interchange of information, as, for example, in the last few years 
there has been an interchange of information with respect to taxes. 

Now, why, in a matter that goes into interstate commerce, in a mat- 
ter that comes into the State, in a matter in which an entire market 
is disrupted because of a lowering of a blend by having bootleg milk 
come in, and to that extent have the blend depressed, and have every- 
body in the market suffer as a result of the ae blend—why there 
shouldn’t be this exchange of information, I don’t know. But some- 
body at one time said, and I am neither an Anglophile nor Anglo- 
phobe, believe me—somebody at one time said that when you said toa 
British soldier, when you said the word “duty” to a British soldier, 
all thought process ceased. And apparently, with respect to confiden- 
tial reports, all thought process seems to cease. 

Mr. Sreep. Now, this reference made about the taking of tax ad- 
vantages; would you enlighten us a little more on how that is ac- 
complished ? 

Mr. CasHMman. Well, sir, cooperatives, under our tax structure— 
and I do not appear here as a tax expert—but it is my virtually certain 
knowledge that cooperatives of this type, the type of United Farmers 
and others, pay no taxes, which means—I mean, for example, the 
average corporation pays a minimum tux on the first $25,000 of 
profits, and, thereafter, above that I think goes into the 52 percent 
bracket. This does not happen with respect to a cooperative. And to 
the extent this gives them a margin, I think it is inequitable. I don’t 
quarrel with the tax situation, but I think there ought to be an equal- 
izer here, because of the sensitivity of the industry. 
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Mr. Sreep. In item 7 on page 5 you say extension of credit: many 
times in excess of the net worth of the business to which credit is 
being extended. Do you have in mind any examples of that sort of a 
situation ? 

Mr. Casuman. Mr. Chairman, we heard yesterday. You know, 
one of the big difficulties that we have had throughout this entire 
situation is the ability to get information, because I think that it is 
axiomatic that if people are going to sin, they don’t sin in Yankee 
Stadium or Fenway Park. They sin conspiratorially. And they sin 
in private. And they sin away from the spotlight of law and order, 
law and order facilities. 

And yesterday we heard testimony from the agent of the New Eng- 
land Milk Producers Association to the extent that one of the compa- 
nies up in the Springfield area owed a barrel at one time. Now, we 
have access to the statements of condition which he filed with our de- 
partment of corporations, which are supposed to be filed every year. 
And with respect to those statements, I hope he lives a long time—I 
don’t even know the gentleman, and I have only seen him once testify 
before an agr iculture subeommittee—but if he is in business until the 
year 2687, he can never make up this kind of money. 

Mr. Sreep. The testimony yesterday showed though that this ac- 
count had become current. 

Mr. CasuMan. Yes, yes. I am a little bit quizzical about this, and 
I am not normally a cynic. I don’t impugn the testimony. I make 
that clear. But there are more ways than one to discharge an obliga- 
tion. And how the currency was established was not established. 

Mr. Streep. Do you have any opinion on that that you want to 
give us? 

Mr. Casuman. Mr. Chairman, when you are dealing with a com- 
modity in which 63—roughly 63 percent of the current price of the 
raw product is subject to Federal control, and, thereafter, you add 
all of the other factors—I mean, after all, you cannot measure it out 
with a yardstick. That you can do with a bolt of cloth. But milk 
you have got to take home in some kind of a container. It has to 
have a stopper on it. It has got to have some kind of controls. It 
has got to have some kind of supervision. It has got to have some 
kind of tests. It needs labor. It needs all kinds of things. And ata 
certain point, if you are delineating costs, by the time you get up to 
that normal area which you might fee] was profit, you are so out— 
you are as far out of the bottle, in fact more than you would be if you 
were out in right field without a glove. 

I would like to read, if I may, without persuming on the time which 
your committee has so graciously given me, from the daily record of 
J anuary 13, of a milk publication—not the daily record of a Boston 
publication. 


Milk distributors continue to operate on a margin of slightly more than 2 cents 
on each sales dollar for a net profit of about one-half a cent a quart. There 
may be many individual companies which are operating on a 2-percent margin, 
but we doubt very much that there are any great number of industries which 
in the overall are operating on such a slim percentage margin. 


Now, there are just certain things. I mean not to presume on this 
honorable body when I suggest to you that if something looks like a 
duck, and it quacks like a duck, and it walks like a duck, it probably is 
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a duck. Now, maybe it is a churkin goose—I don’t know. But if the 
entire industry, the length, breadth, thickness of the country, are 
operating on a half a cent a quart—now, this is an overall picture, 
where there is stability in the market, just as where there is instability 
in the market—and in a market characterized all day yesterday, and 
today, too, as being an unstable, cutthroat variety of market, Mr. 
Chairman, there is no such margins as these. There are certain things 
which lend themselves to miracles. But big profits in the milk in- 
dustry, under the current situation, and even in normal times, are 
unheard of. 

Yes, you can make big profits if you have got a lot of other com- 
modities that you are selling. You can make big profits if you have 
got an exclusive franchise for the distribution of certain products. 
But on milk—somebody asked yesterday, show me arich farmer. You 
have gentlemen farmers who do it as a hobby, and take advantage of 
the tax situation, they are in business, and they get many tax conces- 
sions, and I have heard one Federal agent say, “By gosh, next year 
you have got to make some money or you are not going to get this 
reduction.” 

Now, it doesn’t happen, sir; and you didn’t find it any place in the 
country. 

Mr. Sreep. Let me put it this way. Here is a company that got 
into financial difficulty, and owed the producer, through its asso- 
ciation, a substantial sum of money. And then in a very short period 
of time, the producer account was reduced to a current basis. I pre- 
sume from what you have said that you are quite doubtful that the 
vompany could have been put under such wise business management 
that it was able to earn the funds to accomplish that payment of that 
debt. 

So if the debt is on a current basis, and you yourself say you believe 
the testimony to be accurate, that it was, who, then, in the New Eng- 
Jand milk industry, would have any selfish motive or advantage in 
having helped bring about that situation, other than the company 
itself? Who could have been an angel in this situation, and for 
what reason ? 

Mr. CasuMan. Well, Mr. Chairman, I have studiously read a rather 
substantial amount of the testimony that has been heard by this 
committee throughout the country. And in many sections of the coun- 
try you ran into a situation where somebody was a front man for a 
colossus that was in the background. 

I have traveled halfway around the world, and I have come to the 
conclusion, for my own satisfaction, that people are about the same 
everywhere, and certainly within this country, there are as many 
good people in your State as there are good people in mine, and as 
many bad people, proportionately, probably, although we prefer to 
talk about the good ones. 

There is no reason for me to believe that what your experience has 
been throughout the rest of the country is any different from what 
exists in the Commonwealth of Massachusetts. And the direct answer 
to your question is that this company conceivably—I don’t want tc 
be irresponsible in my approach to this thing. I think I have a duty 
to myself and to the committee, and to anybody who hears my testi- 
mony or reads it, whatever the case may be. But losses of the kind 
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that I know about couldn’t have been picked up in short order with 
no advance in prices of any consequence, with no stabilization within 
the market. And the only way that I know that you can pay off 
losses is by profits. And maybe if you don’t have to pay off a debt, 
maybe the forgiveness of indebtedness becomes the conversion—the 
converting of a is ability into an asset. 

Mr. Sreep. Would it be fair to assume that since you have appeared, 
illustrating a way that a company can buy business rather than buy- 
ing out an existing company, it would give some reason for the as- 


sumption that this was another way of accomplishing that same 
purpose ? 


Mr. Casuman. Absolutely, sir. 

Mr. Sreep. Would you be willing to comment on another assump- 
tion—if the true story about this case and the source of any outside 
finances that might have come into it were made known, would the 
bank involved in the transaction probably be a place where that in- 
formation could be available ? 

Mr. CasHMan. I would think so. 

Mr. Sreep. Thank you, sir. 

Mr. MacIntyre ? 

Mr. MacInryre. I have no questions. 

Mr. Avery. I have just one other question, Mr. Chairman. 

Mr. Cashman, the members of the dealers association you list here 
on schedule A, are those dealers all in the Boston market, or are they 
in the Commonwealth of Massachusetts ? 

Mr. Casuman. They are all in the Commonwealth of Massachu- 
setss, and I think that there is only one, I think, that is not in the 
actual Boston market. 

Mr. Avery. Generally speaking, it is a Boston market association, 
and not a Commonwe valth association ? 

Mr. Casuman. That is right. 

Mr. Avery. Secondly, are any of these producers as well as proc- 
essors, Or processors only ? ¢ 

Mr. Casuman. I think that the only individual here who does not 
happen to be in the Boston market, I think he is a producer. No; he 
isnot. None of them are producers. 

Mr. Avery. Then you have no producers in your association ? 

Mr. CasuMan. I represent no producers. 

Mr. Avery. Then am I logically relating the circumstance here 
that these so-called dealers are in effect processors that in turn col- 
lect milk daily from the producers themselves ? 

Mr. Casuman. That is right, sir. I might say also that within the 
group that I represent, at least one of the people that I represent buys 
all Masachusetts producers milk, and that is the only Massachusetts 
producers milk, as a general proposition, that comes into area 17. 

Mr. Avery. That is all. Thank you. 

Mr. Streep. Mr. Cashman, you indicated that you had some associ- 
ates with you here that. would want to present some material—if you 
care to proceed with that now—— 

Mr. Casuman. Well, if I may, I should like to ask the committee 
to call Mr. Peter Griffin, who is the president of the Independent Milk 
Dealers Association which I represent. 

Mr. Streep. You were sworn a moment ago. 
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Mr. CasuMan. Mr. Griffin has asked me to submit to the committee 
these four originals. I think in the back portion thereof is some in- 
formation which I would respectfully request the Chair to protect 
against publicity. They are meant for the purpose of the committee’s 
information. ‘They are cost studies. 

Mr. Steep. Yes. They will be kept in the confidential files of the 
committee. 

Mr. MacIntyre. The statement up through page 6 may be put on 
the record ¢ 

Mr. Grirrin. Yes, sir. 

Mr. Avery. It is just the yellow sheet ? 

Mr. Grirrin. Exhibit 2. 

Mr. Streep. Mr. Griffin, I think you were sworn a moment ago. 

Mr. Grirrtn. Yes, sir. 

Mr. Sveep. You may proceed. 


TESTIMONY OF J. PETER GRIFFIN, OWNER AND OPERATOR OF 
JOSEPH L. GRIFFIN DAIRY, BOSTON, MASS., PRESIDENT OF INDE- 
PENDENT MILK DEALERS ASSOCIATION, INC. 


Mr. Grirrix. Mr. Chairman, my name is J. Peter Griffin. I am 
owner and operator of Joseph L. Griflin Dairy, which is located in the 
Jamaica Plain district of the city of Boston. I am also president of 
the Independent Milk Dealers Association, Inc., which is made up 
chiefly of most of the smaller dealers operating in the Greater Boston 
area. 

My particular business has and is primarily engaged in the process- 


ing and distribution of milk for retail house delivery, and for schools. 
I would like to call your attention to my exhibit No. 1, the value of 
which I submit, not for absolute values, but rather relative values. 
The purpose of this exhibit is to show the spread from the class I 
price to the out-of-store selling price for half gallon containers in the 
stores, from the period of August 1956 until today, February 1960. 

This exhibit reflects the various spreads. And we shall assume, for 
this discussion, that all dealers are paying the class I price—then this 
exhibit will reflect the spreads of the class I price to the out-of-store 
price. 

If you will notice, on the November 21, 1956, bar, which reflects the 
spread that a dealer had when the minimum resale prices which were 
instituted by the Massachusetts Milk Control Commission, using this 
bar as a base, you can readily determine that milk prior to that. time, 
and today, is being sold and was being sold at either the break-even 
point or definitely below cost. 

I would also like to call your attention to the period of August 1956, 
which I classify for this exhibit as prewar days. The bar there dis- 
plays the relative spread between the class I price and the out-of-store 
price for a half gallon converted into quarts. 

In column 3, I have inserted the retail price for a quart of homoge- 
nized milk, and this price reflects a differential between the store price 
of 2 cents a quart. I would also like to call to your attention that 
prior to the days of price wars, for the most part in the Boston market 
the difference between the out-of-store price and the retail delivered 
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price ran around 2 cents. At your convenience, when you study this 
later, you will see how those margins differ. 

One of the phases of our business has always been in the supplying 
of milk to schools. This is a story, to my thinking, that is rather 
unique in itself. 

Some years ago, my father had always been a substantial factor in 
supplying milk to the city of Boston schools. In those years, there 
were approximately 12 milk dealers who would submit bids for various 
sections of the city. Gradually the prices that were bid were so low, 
that the number of dealers bidding resolved itself to four. In addition, 
the city specified in their contracts that they would definitely require 
that all the milk be furnished in a paper carton rather than glass. 
rhis phase of it knocked me out, and most of the other smaller dealers, 
because at that time we were not equipped to package milk in paper 
cartons. However, each year I noticed the prices at which the city bids 
were being settled for, and the four dealers finally resolved to three, 
for the simple reason that the fourth bidder went out of business. 

Now, during the price war years of 1956, 1957, and 1958, I noticed 
how these city bids were going up, up, and up, and in my opinion, 
the reason that these bids went up was that the field had been nar- 
rowed to a very, very few, and that suffering losses, either through 
store business or through retail business, this school field was an area 
in which there was no real competition. 

Mr. Roosrevett. Mr. Chairman, my I ask a question there ? 

Is what you are saying that the price went down until they had 
eliminated everybody but the three bidders, and then it began to 
steadily go up? 

Mr. GrirFin. Yes, sir. 

Mr. Roosrvett. And how much notice were you given of the re- 
quirement of a paper carton, or other than a glass container? 

Mr. Grirrtn. A month before the bids would be read, the city would 
send out invitations, and the specifications for the requirements would 
be there. 

Mr. Roosrvett. So you were only given a month’s notice to com- 
pletly redo your own operation and replace equipment, if you had 
found that necessary ? 

Mr. Grirrin. Yes, sir. 

Mr. Roosevett. In other words, an impossibility ? 

Mr. GrirFin. In a month’s time, yes, sir. 

Mr. Streep. You say the city. Is the city the purchasing agent for 
the schools ? 

Mr. Grirrin. Let me qualify that by saying the school committee of 
the city of Boston. 

As I notice these prices were increasing, they seemed to me to come 
to a point of a reasonable price at which I thought school milk could 
be sold. Subsequently, I acquired a filling machine that would fill 
paper cartons, and in the late parts of 1958 I submitted a bid to the 
city of Boston for the calendar year 1959. And I successfully won 
that bid for two sections of the city. 

I won that bid under the next bidder who v.as the Hood Co. at the 
rate of one mill per half pint, or 0.001 per half pint, or the equivalent 
of 0.4 of a cent per quart. 
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I perform this contract during the calendar year 1959, and it was a 
substantial help to my volume in my plant, which had been dwindling, 
because of price wars on the retail routes, and it was a great help to me. 

The following year the bids were submited for the calendar year 
1960. The results of those bids were this: I was cleaned out entirly, 
not at the rate of a few mills, but at the rate of six or seven mills bet- 
ter than at the rate of 214 cents per quart. And in my own mind, I 
do not see how anyone engaged in the milk business, regardless of their 
size, is capable of making the efficiencies in a year’s time to render a 
price 21% cents a quart less. 

I call this particular story to your attention as one, and only one— 
as one of the experiences that I have had over the past years. I could 
relate the same similar situations 5 years ago, 3 years ago, and so 
forth. 

When I heard those bids publicly read, and the degree at which I 
was knocked out, I took this to mean one thing—that this was a notice 
to me from the Hood Co., or a warning to anyone else who might get 
similar ideas as mine, “Don’t trespass on my field.” 

I believe that the price that was submitted there was—I believe that 
my price, in the year 1959, upset the applecart. I believe that my 
price that I submitted in 1959 was a reasonable price. And I feel that 
there are always more than one price, one to take care of people like 
me, who would dare to enter the field, and other prices that can be 
submitted when there is very little or no competition. 

Mr. Roosevett. Mr. Griffin, on that point, during that year had 
the price to the producer gone down to the point where it would affect 
that ? 

Mr. Grirrin. Mr. Congressman, when these prices are submitted to 
a school committee, one of the requirements is that you furnish them 
with a firm price for the year, and one of the dangers, if you might 
call it that, in figuring or computing your own costs, is what the 
Federal order will set as the class I price for the following 12 months. 
That is one of the gambles you must take. 

Possibly 7 or 8 years ago, in the horse-and-buggy days, you could 
get school business which would ride the class I price up or down. 
My experience in the last few years is that you can no longer do that, 
but that you must submit a firm price. 

When I sit down to figure out what the raw product is going to cost 
me for the following year, I take a weighted average. First I guess 
my class I price for the particular months, and then I weight it ac- 
cording to the number of school days. 

Now, I cannot do that perfectly because I can’t look into the future 
and get the exact price. But, sir, my experience has been, when I 
have figured those prices before and after, I have hit them pretty 
close. 

In one particular example, I recall I made six errors, three of them 
I judged the price to be too high and three of them I judged the price 
to be low. But as an even figure, I came out, I believe, a tenth of a 
mill, as to what the raw product was going to cost me. So that if I 
give you an absolute figure for what the bid goes for, that figure holds 
true for the 12 calendar months of that year. 
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Mr. Roosevetr. In other words, there was no reason that could be 
foreseen for the Hood Co. to feel that the marketing order would 
drop to that extent to justify its tremendously low bid ? 

Mr. Grirrin. That is correct, sir. And in my humble opinion, when 
I projected my costs for 1960, in my humble opinon, I though that the 
class I price for the 12 months would be a little higher in 1960 than 
in 1959, and in so doing, I reflected that in my mind. 

Mr. Avery. Mr. Chairman—Mr. Griffin, generally speaking, would 
you and the Hood Dairy be acquiring your raw milk on the same mar- 
keting order ? 

Mr. Grirrin. We are both operating in the Federal Order No. 4 
for Boston, yes, sir. 

Mr. Avery. So it would be the same—whether it went up or down, 
the cost of the milk would be the same to both operations ? 

Mr. Grirrin. Yes, sir. 

Gentlemen, as I have said, I am primarily in the distribution of a 
retail business, and during the price war, we have met with serious 
losses in volume, all of which have gone into the stores. At the 
time that minimum resale prices were brought into existence, ap- 
proximately in November of 1958, we unsuccessfully attempted to win 
back the volume that we had lost off our retail routes, and we were 
unable to move those people whose volume of business we had lost. 
And the thought had come to me that possibly a price no longer is 
a factor, possibly buying habits had changed, possibly, regardless 
of price, the consumer now feels that they want to acquire their milk 
from a store rather than from a retail delivery truck. 

Thinking along those lines, and in conjunction with this filling 
machine that I acquired, I contacted the International Paper Co., 
who designs the half-gallon paper carton. I had the dye made up. 
I had two stores with which I could immediately start. I didn’t go 
seeking their business—they came to me. And I thought to myself 
that possibly this would be an attempt into the store business. 

But when the prices crashed, I was thankful that I had not pursued 
this course any further, because I felt that any dealer who was sup- 
plying milk to stores was suffering a substantial loss, and I certainly 
was in no position to sustain any further losses. So I gave up this 
idea. 

And then I pursued this school field in the paper carton. 

Now, gentlemen, I did not—I would like to call to your attention 
a few more things that I have learned pertaining to the Boston 
market. 

One of the most important factors in the milk business, or the most 
important factor, is our customer. And I have tried to determine 
their position as an overall position in this unhappy picture. 

On page 5 I have incorporated in here percentages of milk sold, 
retail and wholesale. And as you readily can see, there has been a 
tremendous shift away from the retail truck into the store. This, 
I believe, or I know, having the personal experience—that this busi- 
ness was brought quickly into the stores in the last 3 years, due to 
the lower prices that were available to the consumer in the store. 
And I have wondered what has the consumer done about this low 
price. I know and they know that milk is nature’s most perfect food, 
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and my guess was that when they had a much lower price, they 
would consume an awful lot more of it. 

I call your attention to the per capita consumption of milk for 
the years 1956, 1957, 1958, and 1959. 

In 1956 and 1957, the per capita consumption of milk in the Boston 
market was 0.86 pint per day. In 1958 it has been reduced to 0.85. 
And in 1959, one of the periods when they do get milk at the lowest 
prices for a long, long time, it has resolved itself to 0.83. 

Now, I have asked myself why have they used less milk per person 
when they could buy it at substantial savings? And the only answer 
that I can see to that, gentlemen, is that the consumer is unable to 
maintain an adequate supply of milk in the home refrigerator when 
they are left to the store as a source of supply, principally because 
they have no set pattern of purchasing their milk through the store, 
they have a tendency to buy more toward the weekend and less toward 
the middle of the week. 

And, as a result, I feel that in times where they would have used 
the product, had it been delivered on a normal basis throughout the 
week, that they would have used more of it. 

The other factor that I thought of—maybe I am wrong, maybe I 
am in the horse and buggy days, maybe my costs are too high, and 
maybe the consumer is not financially able to purchase milk at prices 
that I feel I must charge on retail routes to make a profit. 

Again, I went to the Massachusetts Department of Labor and In- 
dustry, and they gave me average working rates for the Boston market 
for the past few years. And I call your attention to page 6. I have 
converted the retail price of a quart of milk, along with the average 
wages in this area, to come out with a figure which shows how many 
quarts of milk the average worker can buy—excuse me—how many 
quarts he can buy with 1 hour’s work. In 1940 he was able to buy 414 
quarts of milk for 1 hour’s work; 1945, 5.7 quarts of milk; 1950, 6.5 
quarts of milk; 1955, 7.1 quarts of milk; and 1958, at an alltime high 
of 7.4 quarts of milk. 

Now, gentlemen, these figures of retail milk are predicated on my 
figures of retail milk for these years that we sold milk on the retail 
truck. 

I find three things. 

The most important factor in the milk distribution, I think, is the 
consumer. And I find from statistics the ability to pay, the increased 
purchasing power at prices I consider normal, and the inability for 
them to maintain what would be an adequate supply of milk in the 
home refrigerator. 

Now, I did not come here today to condemn, sir, what you referred 
to yesterday as bigness, because I know that bigness in our country 
is necessary. That was proven by the war effort. I did not come 
here to plead the cause of the retail route versus the store as a matter 
of distribution, because personally I don’t care how the consumer has 
the milk distributed to them, as long as I can have a fair share of the 
market at a reasonable price with which I can make a normal profit. 

I believe, sir, in what you mentioned the other day about the free- 
dom of a man to build a better mousetrap. I think that in my own 
operation, since the beginning of the price war, that I have built a 
better mousetrap. At least I think I have. 
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But, sir, in building a better mousetrap, any man must take into 
consideration that the trap does not spring back and trap him. The 
reason I say this, to my knowledge the store price in the Boston market 
was broken, first, in the fall of 1956 by the gallon jug that was intro- 
duced by the Brox Co., in the Merrimac Valley. And, again, it was 
later depressed by Cumberland. And it is my understanding that 
both of these people are now unhappy with the price because a third 
entity has depressed the price lower. 

So, again, I say, I am not pleading because of one type of distribu- 
tion versus another. I do not think that I am inefficient in relation 
to other dealers. If I continue to lose volume, I will become inefficient. 

Thank you. 

Mr. Steep. Mr. Roosevelt, do you have any questions ? 

Mr. Rooseverr. Mr. Griffin, I certainly would agree with your phi- 
losophy. Our problem is how to secure this opportunity for you. 
Obviously one of the ways to try to eliminate what I suppose you 
can lump together as unfair competitive practices—whether it be 
below cost selling, or whether it be by some of the things which 
counsel described a little while ago. 

Would you feel that in the field of the large chainstores, it might 
be possible to require that they do so on a bid basis, and that the 
requirements of those bids be such that every requirement be the same 
for each and every person? Would that equalize the competition 
position somewhat ? 

Mr. Grirrin. I don’t think I clearly understand your question. 

Mr. Roosrvetr. At the chainstore level. 

Mr. Grirrin. That the chainstore would bid ? 

Mr. Roosrvetr. Would be required to get public bids, instead of a 
negotiated price. In other words, today, when they can go out and 
negotiate for their purchases, they are able to make special deals—at 
least that is the allegation. Now, if all of the bid requirements were 
the same, would it not give all of you a relatively competitive oppor- 
tunity ? 

Mr. Grirrin. Well, do I understand you to say that you are asking 
me if the chainstores should have a public bid? Not necessarily. I 
have had the experience where bids were not public—well, I am 
thinking particularly of one where an administrator of a small school, 
in which I solicited the business—this is some years ago—and he was 
just getting the school started, and wanted to know all the informa- 
tion of the Federal school lunch program, and so forth, which I 
helped him to obtain. And we finally, after many months of talk- 
ing together, he said, “Well, now, what is your price?” 

And I submitted that price to him. I did not know who was going 
to bid, how many I was against, because he didn’t make that public. 

But he related to me at a later time, he said, “Well, you are the lower 
bidder,” and he said, “I received three bids.” He told me that after 
he had agreed to do business with us. So he said, “Now, the delivery 
dates are such and such and the order will be this,” and everything was 
all set up. 

A week after that he called my office, and he says, “It is all off.” 
Well, why is it all off? 

“Because YZ came in here and has changed the price that they origi- 
nally offered to me,” and it really was quite lower. And he said, “I 
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am going to take them.” Well, I didn’t happen to answer the phone 
that day, but I know my father did, and he, shall we say, reprimanded 
him for not keeping his original agreement. 

And the answer was, “I am only custodian of the funds.” 

Mr. Roosevetr. But isn’t that the reason why we require public 
bidding, because if we don’t have public bidding, then any competitor 
can come in and know your price, and if he is free to change it, he can 
meet the competition under different circumstances than you were 
required to make in your bid in the initial instance? We avoid that 
generally in public institutions where we require public bidding. 

All I am trying to drive at is, in the question of milk, should not 
certain standards be set up which would provide an opportunity for 
everybody in the business, whether it is on the store level, the public 
level, or wherever it may be? 

Mr. Grirrin. Yes, sir, I think they should. 

Mr. Roosevetr. All right. 

Thank you, Mr. Chairman. 

Mr. Sreep. Mr. Avery? 

Mr. Avery. Just very briefly, Mr. Chairman. 

Mr. Griffin, I believe I understood you to say that you had bid on 
two regions for the school milk within the city of Boston. 

Mr. Grirrin. Two districts, yes, sir. 

Mr. Avery. How many districts are there altogether ? 

Mr. Grirrrn. Approximately 13. 

Mr. Avery. Now, from your knowledge, do you know whether the 
Hood Co. secured a low bid and a franchise on any of the other 
districts, besides the two which you were bidding for ? 

Mr. Grirrin. Yes, sir; they did. 

Mr. Avery. Was the price in the other districts the same as the bid 
he submitted in the two that we referred to? 

Mr. Grirrin. Yes, sir; it was. 

Mr. Avery. To your knowledge, does the Hood Co. make compa- 
rable bids in any other market area besides the Boston area? 

Mr. GrirFIn. You mean such as Worcester or Springfield ? 

Mr. Avery. Yes. 

Mr. Grirrrn. I assume they do. 

Mr. Avery. Do you know anything about their bids in those other 
areas ? 

Mr. Grirrin. I don’t know about their bids in areas away from me 
as far as Worcester, or so forth, but in some of the smaller towns 
I am familiar with some of their figures. 

Mr. Avery. Are their bids in these other non-Boston market dis- 
tricts comparable to the ones here, or are they higher or lower? 

Mr. Grirrin. Depending on the time. In some instances 

Mr. Avery. Well, let’s take the calendar year 1960, the one we are 
addressing ourselves to. 

Mr. Grirrtn. I believe in some areas they are compatible, and in 
other areas they are higher. 

Mr. Avery. All right. 

Have you requested the milk control commission to ascertain 
whether or not this last bid of Hood’s—did it meet the cost of pro- 
duction or not? 

Mr. Grirrtin. Have I communicated with the commission 
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Mr. Avery. Specifically determined whether this last bid of Hood’s 
did meet the costs? 

Mr. Grirrin. No, sir; I have not. 

Mr. Avery. One final question. I was real interested. Agricul- 
ture, of course, is a pretty big industry in my State—it is the pre- 
dominant industry. And this “decrease in the per capita consumption 
of milk was quite surprising to me. Do you know if the national 
pattern, Mr. Griffin, has followed along in about that same order, or 
if not, what is the national pattern ? 

Mr. Grirrtn. I don’t know what the national pattern is, sir. 

Mr. Avery. I wonder if you or Mr. Cashman could get that and 
supply it for the record, just following your testimony here today. 

Mr. Grirrrin. I will attempt to do that, sir. 

Mr. Avery. Of course, with the understanding that you won’t have 
to do any research on that. If it is available from Government 
sources, that are readily available to you, then supply it. If not, we 
can get it for ourselves. That would be an undue burden on you, 
obviously. 

That is all, Mr. Chairman. 

Thank you, Mr. Griffin, for your testimony. 

Mr. Steep. Well, we thank you very much, sir, for your cooperation 
with the committee. We appreciate your being here very much. 

Mr. Casuman. If I may, subject to your approval, I would like to 
present Mr. Leslie Chapin, of the George L. Chapin Dairy. And I 
might say, by way of presenting him to you, that he is the most recent 
casualty of the milk business. The ink is not yet dry on the agree- 
ment of sale and purchase. 

Mr. Streep. Mr. Chapin, you were sworn. 
Mr. Grirrin. I was, sir. 
Mr. Srrep. Will you proceed ? 


TESTIMONY OF LESLIE M. CHAPIN, FORMERLY CONNECTED WITH 
GEORGE L. CHAPIN DAIRY, INC., WALTHAM, MASS. 


Mr. Cuartn. Gentlemen, I notice that time is running on. If I 
may be permitted to take excerpts from my statement, I would be 
glad to donate the rest of my time to the next witness. 

Mr. Streep. All right, sir. 

Mr. Cuapin. My name is Leslie M. Chapin, formerly connected with 
the George L. Chapin Dairy, Inc., of Waltham, a small concern. We 
were established in 1895 by my "grandfather; my father took over 
after the First World War, and I took over after the Second. The 
price war took over in 1958. In January of this year, I was very 
fortunate in finding someone who still had faith in the future of the 
dairy industry around Boston, so consequently sold the company. I 
did so for the following reasons: 

1. Our sales were dropping, regardless of our efforts, ever since 
the price war hit us. In our case, this was mainly felt in June 1958. 
Sales for 1956 were $252,000, for 1957 were $254,000, but for 1958 
they dropped to $239,000 and in 1959 I’m not. sure yet that we sold 
anything, other than to our relatives who don’t pay anyway. 

Naturally, I was mildly interested to know why I was having to 
put money into the business, when the generally accepted practice is 
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to take some out now and again. I found that since June of 1958 
our customers have been slowly but steadily dwindling, because our 
company couldn’t stand meeting the store prices. I went to see these 
people as they discontinued, and was assured that they would be most 
happy to return, at 36 cents per half-gallon, delivered. At the time, 
June and July, I was trying to get 42 cents per half-gallon, figuring 
that it was better to lose 4 cents than 10 cents, any day. 

The only ray of sunshine throughout the whole thing occurred in 
April 1958, 2 months before C umberland hit us so badly. 

The wholesale prices had been depressed when Mr. Brox entered 
the picture in October of 1956. He had a giveaway show, too, and 
got fairly well established, and then the price eased up again. I had 
a wholesale stop in Wayland Center, Collins’ Market, a nice stop, 
good price. Sealtest was after them for months, and finally in April 
of 1958 Larry Collins told me that they offered him milk in paper 
for 6 cents less per quart, and would do something about his dairy 
case. I thanked him for the 20 some years of past business, and we 
parted friends. 

Two months later Cumberland came in and Sealtest had to go 
down to 34 cents per half gallon, which provided me with great 
amusement. Incidentally, I haven’t seen anything amusing since. 
I could never do anything with wholesale, so can’t give any informa- 
tion that would be helpful. When I would try to get a store, I would 
find either a rebate situation, or cabinets owned by the dairy. In my 
obviously inefficient operation, it would take 19 years to pay for 
one of those cabinets out of the profit I'd make on the merchandise. 
Most. of the small dealers gave up trying to get wholesale years ago. 
In this market you'll find that the small dealers only ave small 
stores that are a nuisance to the larger dealer. Please pay partic- 
ular attention to the successful school bids that were acquired be- 
tween the time Brox came in, and Cumberland descended upon us. 
That’s October 1956 to June 1958, when the big wholesale boys were 
battling. Just look at those prices in paper, too. 

In my opinion, the price differential between store and delivered 
price is too high, even now. We can’t get our delivered price any 
lower, and the stores are using milk as a loss leader, which is fairly 
easy to establish when you see their markup. If they had to charge 
the correct overhead, there would be a much smaller differenti: ul, and 
the consumers would be willing to pay a few cents for delivery, so 
you can’t blame the stores. 

The second reason I became a spectator was the one-sided regu- 
lation in this industry. We have agencies enforcing the price we 
pay for the raw product, and nothing substantial protecting us from 
invasion from the opportunists with the cutprice. A small dealer 
is hurt by being confined to one market. I always got along fine 
with the Federal boys, as I couldn’t bounce around much; had one 
price to pay, and one market area to sell it in. They liked doing the 
audit on small dairies, it was vacation with pay. They seemed to 
lose that worried look after being with us a few days. At the time 
Cumberland came in, we were all interested in his operation, to put it 
somewhat mildly, and carefully followed his source of supply. I 
guess it was the State of Massac husetts who pulled him into court for 
obtaining his milk from uninspected sources, which to me means way, 
way out. Did he pay class I, I wonder? . 
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We can’t compete with his labor cost, with a dairy route salesman 
vetting a hundred a week for 40 to 50 hours, and from all reports 
his store managers were getting about the same for 12 hours a day, 
an they are open 7 days a week. 

Another reason: the sudden influx of “dairy experts” from the 
State House and the press, with their championing of the poor, op 
pressed consumer, has resulted in a loss of confidence previously 
enjoyed by us, which can be demonstrated by examination of overall 
milk sales in this market. They are down, I am told, even below 
the annual increase expected from the population rise. Is this the 
benefit of cheap milk? 

Our customers feel that we have been cheating them all these years, 
and I can’t blame them. How can I answer a housewife who asks 
me to at least come close to meeting the dairy store price? Shall I 

talk quality? Not 8 cents a quart worth of quality. Delivery? Not 

very convincing when she has either a car of her own, or a well-trained 
husband. Through the years I have made a practice of asking my 
customers what they think the company would make on a quart of 
milk. The answers I got averaged around 5 cents a quart, and I’ve 
probably asked a couple of hundred people. 

My point, gentlemen, is that the customer feels that we could have 
met this competition with no strain, and that those of us who didn’t, 
were greedy. I would still be in business if I could make a cent a 
quart. As it is, in my opinion, the return is just not worth the invest- 
ment and worry. Those are my reasons as to why I no longer 
capital invested in the retail dairy business. 

Thank you. 

Mr. Streep. Mr. Chapin, I must say that the reasons aot give are 
rather overwhelming, and I am sure the committee feels as I do, that 
from your standpoint you have ample justification for the course 
you followed. 

Mr. Roosrvett. Mr. Chapin, did you sell to a major dealer? 

Mr. Cuarry. No, sir, another small company. 

Mr. Roosrvettr. How is he getting along? 

Mr. Cuarry. I hope he is getting along fine. I have no information 
and no crystal ball either. 

Mr. Roosevett. Thank you. 

Mr. Casuman. If I may, I might suggest there was a rather sub- 
stantial amount of dubiety as to how he will make out. If this war 
goes on he will have paid out a considerable amount of money for 
assets which will not bring back the original capital investment. 

Mr. Roosrvett. Counsel, I was interested in the fact if he walked 
in tomorrow and said he was doing very well, and his investment was 
paying out, it wouldn’t look so good for Mr. Chapin. On the other 
hand, if he is having his problems, obviously Mr. Chapin got out just 
in Enns 

Mr. CasuMan. I can assure you that not only did Mr. Chapin have 


his ieee but the individual who bought him out is also having 
his problems. 


Mr. Roosrvett. Thank you. 

Mr. Avery. Mr. Chairman—Mr. Chapin, just one thought has been 
inmy mind all morning. I think you are the proper w itness to direct 
this query to. What happens to these customers? I am not thinking 


have 
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about the retail milk customer. I am talking about the supplier. 
What happens to him when a processor such as yourself goes out of 
business? Did your successor absorb all the production that you were 
buying ¢ : : 

Mr. Curapin. Yes, sir, they do. I think the general thing is to 
turn over the equipment that you would like to realize some money 
back on, the customer list, and the accounts receivable, and the dairy 
taking over would try to collect the accounts rec ‘eivable, and continue 
deliveri ing to those customers. 

Mr. Avery. I don’t believe I quite have described the person I am 
referring to. Your supplier, the farmer—to reduce it down to our 
kind of language—the farmer that owns the cows. What happens to 
him? What does he do with his milk after you go out of business ? 

Mr. Cuartn. Well, that was fairly easy for me, sir, because I was 
buying direct from a creamery in Vermont, and the company I sold 
to was buying from the same one, so it worked out very well. That 
amount of milk just kept coming into the plant. There was no loss 
to them. 

Mr. Avery. Well, I suppose really the answer to that is it has been 
testified to yesterday, I understand, 90 percent of the milk in the 
Boston market is imported anyhow, so that is not.a question that would 
directly affect any of your Commonwealth producers, so to speak. 

Mr. Cuarty. We can’t afford to buy around here any more. It just 
costs us too much. The land has gone up so much, the farmers have 
dropped out, and now it means traveling a great distance to pick up 
the milk, and it became economically unsound. 

Mr. Avery. I interpret that as meaning there is great prosperity in 
the Boston area, and that is why the land and other related costs be- 
come exorbitant. 

Mr. Carry. I think that is correct, sir. 

Mr. Srerp. One final comment. You refer here to the attitude of 
the consuming public, and their ideas about the profit picture in these 
industries. And that is to be regretted. It is not only true in the case 
of the dairy farmer, but it is a misconception they have about many 
things connected with agriculture. And a lot of that has been en- 
eendered by price wars. It is very unfortunate. And while we have 
not dwelt on it very much, one of the byproducts, bad byproducts of a 
price war, regardless of who may survive it, is this state of mind of the 
consumer. And where we have been able to see enough of the his- 
tory of it to know what the ultimate consequences are, it is always un- 
fortunate that by the time the case goes far enough for the consumer to 
learn his error, it is already too 1s ate, because then the consumer is pay- 
ing ae the nose to a monopoly. 

Mr. Sige ,PIN. I concur completely, sir. 

Mr i Streep. It is a very difficult thing to get across to the public, 
because the attraction of price is quite a strong thing. It is the old 
story, I suppose, that the other fellow’s field looks a little greener. 

Mr. Cuaprn. Might I add one more thing, ir? The milk bill com- 
ing in each week is a constant reminder. ‘And that is one of the 
things that hurts us, I think. If they go to buy something else it is 
a one-shot proposition they don’t mind the price. But when it comes 
in every week, they see that bill, they have to meet the bill, they just 
decide to go to the store. 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Mr. Steep. We thank you, sir, very much, for your presence here 
today. 

Mr. Cuapin. Thank you. 

Mr. Sreep. The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:30 p.m., the committee recessed, to reconvene 
at 2 p.m., the same day.) 


AFTERNOON SESSION 


Mr. Streep. The committee will be in order. 

Mr. Cashman, we will resume with the presentation of your part of 
the testimony, if you are ready to proceed. 

Mr. Casuman. I am indeed. If I may now, with the committee’ s 
permission, I would like to present Mr. Manton Spear, who is the 
past president of the Independent Milk Dealers Association. 

Mr. Streep. Mr. Spear, will you raise your right hand. Do you 
solemnly swear that the testimony you are e about to give will be the 
truth, the whole truth, and nothing but the truth, so “help you God ? 

Mr. Spear. I do. 

Mr. Sreep. Will you identify yourself for the record, and you may 
proceed. 


TESTIMONY OF MANTON SPEAR, OF C. W. SPEAR, INC., WAKEFIELD, 
MASS. 


Mr. Srear. I am Manton Spear, of C. W. Spear, Inc., Wakefield, 
Mass. We have been in business for 58 years, started by my father. 
My brother and I are now carrying on. 

We sell slightly less than 1 percent of the milk being sold in area 17. 

Our units for the years 1956, 1957, 1958, and 1959 are as follows 
1956, 3,274,000; 1957, 2,332,000; 1958, 1,660,000; 1959, 1,524,000. 

We have 28 employees. I have a list here in part of some of the 
losses that we have incurred in our wholesale accounts that have pre- 
dominently gone to Hood. 

We know that rebates refrigerators, free designs, and other forms 
of discounts are used. 

You have heard reports and comments from the various State 
agencies, Pure Food and Drug, Department of Agriculture, and the 
milk commission, their duties and some of the laws under which they 
operate. ‘These key personnel I believe for the most part are honest, 
sincere, and hard working men. Maybe the choice of them has been 
an error; maybe we should have hired magicians to do the work, to 

carry out all the necessary inspections and maintain order and every- 
thing that they are supposed to do. 

Now, it appears to me that we need to coerce the State and their 
agencies into doing the job completely, which they are supposed to do, 
and supply them adequate personnel and facilities to do it, with the 
proper workable laws. 

It has been said that we have the laws, but they are not workable. 
At least, it has not worked out at this stage. Lord knows, we have 
tried. We have tried all the various agencies, and they have done 
as much as they could. They have worked hard at it. But it has been 
to no avail. 
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There seem to be too many gimmicks in the laws, either means of 
getting around the law or getting out from under it. 

Some of these things have been unpopular publicitywise, and pos- 
sibly politically, and therefore it makes it increasingly difficult to do 
them from a State level. 

We must start working up means of overcoming the situation, and 
that is why I am comforted in seeing you men here. We must revise 
such things as this 6-percent markup in the stores and the Federal 
order should be possibly brought up to date. It may be a master- 
piece as is, but it has been proven that there are means of getting 
around it, to the advantage of possibly a few with large pocketbooks. 

Therefore, I believe that it is up to us to try to prevent further 
expansion, or maybe up to you people to prevent further expansion, 
or may be up to you people to prevent further expansion of these ills, 
and possibly prevent further expansion of the large corporations 
going into unallied lines. 

The Federal Trade Commission, I understand, is here and I hope 
that you people and the powers to be can set them up with the proper 
working tools of their profession, so that they will be in a position 
to take over where the State may fall down in one way or another 
and police the whole action, so when it ends up we will all have a fair 
shake in this dairy business. That is all. 

Mr. Streep. Do you have any questions, Mr. Roosevelt? 

Mr. Roosrvett. No, I do not have any questions, Mr. Chairman, 
but I would like to suggest to the witness that I think it would be of 
interest for us to know whether you think that there is any reasonable 
possibility of improving the State law which you now have. In other 
words, there are in many areas, for instance out in California we have 
a milk control law and in spite of that we have somewhat similar 
troubles in various areas. 

In general, the Federal marketing order is not applied in California. 
But would you feel at the present time that there was any reasonable 
hope that an improved State law would take care of your local situ- 
ation in Massachusetts? 

Mr. Spear. I feel that there is hope there. If we could just elim- 
inate these loopholes and fill the gaps, I think it could be made work- 
able quite easily. However, with our present setup it has not worked 
out so far. 

Now, possibly with a little encouragement in the right direction, 
and maybe a guilty finger pointed here and there at so-called guilty 
parties, maybe it could be made to be workable. 

Mr. Roosevetr. You think, then, that the probability, if we could 
point the way—you think there is no need for a Federal law, then? 
Do you feel that the State law could handle the situation ? 

Mr. Spear. Well, I would feel more comforted if the Federal pro- 
gram was still in effect and stood by as a policing action. 

Mr. Roosrvett. In other words, it is actually an interstate prob- 
lem, is it not? 

Mr. Srgar. It is, yes. 

Mr. Roosrvett. Because all these operations are not within the 
confines of the State of Massachusetts ? 

Mr. Spear. Right. 
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Mr. Roosrvetr. And, therefore, many of the aspects of this problem 
could not be reached if you only relied on your State law. Would 
that be a correct statement ? 

Mr. Srrar. That is correct; yes. 

Mr. Roosevetr. Thank you. 

Mr. Streep. Mr. Avery. 

Mr. Avery. Mr. Spear, I noted with considerable interest that you 
are from Wakefield, Mass. I am from Wakefield, too, but my home 
happens to be in Wakefield, Kans. But that immediately caught my 
attention—by the fact that you give your address which is almost iden- 
tical with my own. 

Now, in respect to Wakefield, Mass., is it in what you consider to be 
the Boston metropolitan area? 

Mr. Spear. Yes. We are about 10 miles north of Boston, and most 
of our business is done in area 17. 

Mr. Avery. It is covered in so-called area 17 ? 

Mr. Sprar. Most of it 1s; yes. 

Mr. Avery. Well, in view of counsel providing me with this map, 
which I have not seen before, I do not think I will bother putting my 
questions to the witness, Mr. Chairman. 

Mr. Streep. Mr. Spear, at the rate the industry is going in this area 
now, if this condition prevails interminably, what do you think is the 
future of your type operation? Can companies the size of yours 
endure indefinite ly in this? 

Mr. Spear. I feel that all the smaller dealers would be doomed— 
that the big dealers would take over the small dealers, and the mam- 
moth dealers would come in and take over the big dealers eventu: lly. 

Mr. Sreep. In other words, then, you see no end result of what is 
going on, except ultimate monopoly or near monopoly. 

Mr. Spear. Yes. Maybe it won’t take place for some years, but I 
think it definitely has been going that way, the trend has been that way 
for a long time, and in fact right now it ‘has speeded up rather than 
the normal trend, and I think it is going to continue faster. I think 
many dealers are just holding on, hoping that something that will 
come out of such meetings as this today. 

Mr. Sreep. If the situation has not changed a year from today, 
what do you think will be the result ? 

Mr. Srear. I think the number of dealers in Massachusetts will be 
considerably reduced from the current 970-odd. 

Mr. Sreep. Could you have any guess as to the number? 

Mr. Spear. I would say perhaps another 15 percent. would be lost 
in another year. 

Mr. Steep. Thank you very much. 

Mr. AVERY. Mr. C hairm: an, I would like to ask one further question. 

Mr. Spear, if existing Massachusetts law was clearly and adequately 
enforced, do you feel that that would largely solve your problem ? 

Mr. Spear. That would bea big help; yes. Possibly it could solve it. 
But I am afraid with the public ‘relations as they are, and politics the 
way they are, that it may possibly turn out to be short lived. 

Mr. Avery. Well, let’s not get into politics—we are talking about a 
legal approach, not a political approach. So we have to take the posi- 
tion that when we are going to enforce the law, there wouldn’t be any 
political angles involved, because we just let the chips fall where they 
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may. ‘Then I want to restate my question. If all of the statutes now 
in existence in the State of Massachusetts were rigidly enforced, with- 
out political consideration, do you think that would largely solve 
your problem ? 

Mr. Spear. No. I think still the loopholes would have to be filled. 
Basically, and to quickly read the laws, you would assume that. But 
they are not quite workable the way they are. I do not think they 
would ever be entirely workable, because of the State being a small 
area, and the interstate lines being where they are. I think that we 
definitely need assistance from W ashington. 

Mr. Roosrvetr. Would my colleague yield? Wouldn't one of the 
specific things be that a good State below-cost-selling law could be cir- 
cumvented by a firm putting all its operations in another State, and 
then the defense against the Massachusetts law would be that this 
is not a Massachusetts case, these things were done outside the State 
of Massachusetts. So in answer to my colleague’s question, isn’t it 

fact. that unless all of the States had equally good laws and equally 
well enforced laws, that you probably will have a continuing chaotic 
condition. I should address that question to counsel. 

Mr. CasumMAn. Well, if I may be permitted to answer, I think prob- 
ably you, with the background i in law, may recall one of the original 
cases of an individual standing inside the borders of Massachusetts 
and shooting somebody on the Rhode Island side of the fence. When 
it became a question as to where the crime was committed, Massachu- 
setts did not have the jurisdiction because the crime was not com- 
mitted here, and Rhode Island did not have jurisdiction because the 
individual who squeezed the trigger was not there. And that is pre- 
cisely what you have got in this milk situation when you are crossing 
State lines, partic ularly with Massachusetts’ narrow geographic posi- 
tion, as well as its unfortunate narrow view with respect to the milk 
industry. 

Mr. Roosevett. Well, I should say to counsel] that all I know about 
the law I learned from Washington University Law School right 
around the corner here. 

Mr. CasuMan. I was there when you were there, sir. 

Mr. Avery. Well, now, Mr. Chairman, I was not there, but, Mr. 
Cashman, I think I distinctly remember propounding the question to 
you this morning that after I had read this excerpt from the so-called 
milk control legislation brochures, and I think, anyhow, that I made 
a statement, or else asked a question to this effect—that regardless of 
the origin of the production of milk, when it says no person shall sell 
within the Commonwealth any milk, and so forth, that it would apply 
to the sale of that milk irrespective of where it had been produced. 

Now, I think this is an important point that we have to get straight- 
ened out. 

Mr. Casuman. Well, I think the only way in which I can answer 
that is to say that there is divided jurisdiction with respect to the 
pricing of milk, and certainly that which takes place within the 
Federal) order is for the market administrator. And I do not know 
whether you were here at the time that Commissioner Hart testi- 
fied 

Mr. Avery. No; I was not. 
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Mr. CasHMan. My impression is that his testimony was that the 
milk control commission tried to peg their price at a point that was a 
little bit higher than what the Federal price was. 

The difficulty is that—you know, you can have a law. If it is 
badly administered, it is just no good even though the law is a good 
one. 

Now, we have heard testimony about the inability, for whatever the 
reason may be—and again I am all for not making this a political 
issue—irrespective of the reason, Massachusetts is not able to police 
the industry the way it ought to police it for its own protection. And 
bearing in mind that you do have interstate commerce that is involved 
in this situation, even though you may be reluctant to go into an area 
where that area can take care of itself, you none the less have juris- 
diction. And to the extent that you have jurisdiction, to the extent 
that that we could get information from the Federal level, to the 
extent that milk that comes in from outside of the State could be 

oliced on the Federal level—not only right to the boundaries of 
Seeashaiekes: but right to the plant that it is going into. I under- 
stand, for example, that in the meat industry you have both State and 
Federal inspection. Why not? It is a sensitive enough industry for 
both. Not that I want additional Federal encroachment. At some 
point a line, I assume, has got to be held, and the States still do have 
rights. But when health and welfare of an entire citizenry is in- 
volved—this is as much the interest of the Federal Government as it 
is of the State. 

Now, I do not know whether I have hit your question directly or not. 
T have tried to. 

Mr. Avery. Well, you have convinced me of your conviction that 
the present law is rather ineffective. I am not quite sure that I fully 
understand the reasons that you give for coming to that conclusion. 

I would like to maybe reaffirm some conclusions I have come to. 

Now, the Federal marketing order, it is my understanding, applies 
merely to the producers of milk—the price that is established that a 
producer of milk will sell to a wholesaler or processor. 

Mr. CasuMan. That is right. 

Mr. Avery. It does not apply beyond the sale from the producer. 

Mr. CasuMman. That is right. 

Mr. Avery. Now, just where does the jurisdiction of the so-called 
milk control division of the Commonwealth of Massachusetts evolve 
here? Maybe that is the point I am not quite clear on. Does it have 
overall jurisdiction? Does this mean what the implication is—no 
person shall sell within the Commonwealth any milk? Does that 
apply to everybody? Or does it again apply just to the producer, to 
the processor ¢ 

Mr. CasHMan. Well, in the first place it applies basically, so far 
as our law is concerned, to those areas of Massachusetts that are not 
covered by Federal order. That is the length, breadth, and thickness 
of its jurisdiction within the State. 

Mr. Avery. Well, to say that another way, then—the jurisdiction 
of the commission would not apply past the so-called wholesale level. 
Is that what you are saying? 

Mr. CasuMan. That is right. As I understand it, that is right. 


Mr. Avery. Well, that is an entirely different concept than I had 
this morning. 


atten 
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Mr. CasuMan. I regret that I in any way contributed to misleading 


you. I certainly had no intention to. 


Mr. Avery. Well, then, am I correct in assuming that all of the 
legislation contained in this brochure -has no application beyond the 
wholesale level? The processing and the retail sales are not policed 
at all? 

Mr. CasuMan. We tried to have a minimum resale price. Com- 
missioner Hart informs me that this covers all milk in the entire 
State, irrespective of whether it is under Federal order or not, with 
respect to below cost sales. 

Mr. Avery. Whether it is at wholesale, retail, or any other level. 
That is the important thing we have got to establish. 

Mr. Casuman. That is right. 

Mr. Rooseverr. Will my colleague yield? However, if the com- 
missioner would again advise w ith you. I will ask if that milk was 
bought outside of the State of Massachusetts, the commission would 
not have any jurisdiction, would it? 

Mr. Casuman. Yes; it would have, as milk coming into Massa- 
chusetts, yes. Milk being sold in Massachusetts. 

I wonder if for a moment, just as you gentlemen yield to one an- 
other, may I a ask that the commissioner substitute him- 
self and we get it directly from the commissioner, so that there is 
no misunderstanding. 

Mr. Sreep, Yes. 

Mr. Harr. Would you rather have our attorneys answer those 
questions, or do you want me to? 

Mr. Steep. Well, if you feel that you can, since you have already 
appeared before us, we would be delighted to have you do it. 

Mr. Harr. All right, sir. What is your question? 

Mr. Avery. You want me to restate the question ? 

Mr. Harr. Yes, sir. 

Mr. Avery. The question is: Does the jurisdiction of the milk con- 
trol commission apply to all sales, irrespective of the fact that if it 
be on wholesale, retail, or any other level of the transaction? 

Mr. Harr. When you say wholesale, you mean milk into the stores? 

Mr. Avery. By wholesale I would mean the sale from the producer 
to the processor, and from the processor to any other distributor. 

Mr. Harr. No, sir. The milk at wholesale—the control commis- 
sion has nothing to do with milk that comes in from out of the State, 
as far as the price that is paid to the producer. But when that milk 
comes into the dealer’s plant, and then is sold from there to the con- 
sumer, or at wholesale to other stores, we have control over all milk 
in the State of Massachusetts, as far as below cost sales are concerned. 

Mr. Sreep. Now, one point more that I hope will help out here. 
One of the difficulties when we say below cost is the determining of 
what cost is. 

Mr. Harr. That is right, sir. That is one of the most difficult things 
about the whole situation. 

Mr. Strep. Thank you. 

Mr. Avery. But in respect to the milk that comes in from out of 
State, the cost of that milk at point of origin is easey to determine, 
is it not? 

Mr. Hart. That milk is figured at the class I price, sir. 
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Mr. Avery. Under market order. 

Mr. Harr. Under market order. 

Mr. Avery. So it is not a matter of speculation as to what the cost 
at the point of origin was? 

Mr. Harr. No, sir. 

Mr. Avery. Thank you. I have no further questions. 

Mr. Sreep. Mr. Spear, on behalf of the committee I want to express 
our appreciation for your cooperation in coming here today. 

Mr. Spear. Thank you, sir. 

Mr. CasuMman. At this time I would like to call on Mr. Cummings. 
Mr. Cummings is a member of the Independent Milk Dealers Asso- 
ciation, and by way of presenting him to ai I would indicate to 
you that he is the only individual in area who buys his milk 
exc nately from M: assachusetts farmers. 

Mr. Sreep. Mr. Cummings, do you solemnly swear the testimony 
you are » about to give will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Cummines. I do. 

Mr. Streep. Proceed. 







TESTIMONY OF B. L. CUMMINGS, ARLINGTON, MASS. 


Mr. Cummines. Mr. Chairman, I might start off by saying if it is 
necessary to have a flock of broc hures, statements or statistical records 
to give you before I can testify, I have not that available. 

Mr. Sterp. You proceed in your own way, sir. 

Mr. Cumarnes. All right, I will do my best. 

My name is B. L. Cummings. I am in the a business in Arling- 
ton. I started the milk business myself in 192: 

Mr. Streep. For our information, ibaa: is situated where? 

Mr. Cummines. About 8 miles out of Boston. 

In 1923, as a kid, I started a milk wagon, at 7 years of age, and I 
have been at it ever since. I have two sons now in the business. The 
name Cummings goes back probably to around 1870 in the milk busi- 
ness. My father was in it, my uncles and relations. 

I have seen some good times and some bad times in business. I sat 
in here yesterday and today and tried to figure out if I am all wrong 
or somebody else along the line is wrong. 

I have heard people accused of this and that and so forth, and who 
is responsible for this and who was not. I am very blunt and out- 
spoken, so please bear with me. I will have a hell of a job to sit 
here for any length of time without starting to swear, so please 
excuseme. I will domy best. 

You probably would like to know something about the farmer to 
begin with. I believe at the present time in the Boston milkshed, 
area 17, there is just a fraction over 114 percent of Massachusetts milk 
consumed in area 17. About the time that I started in business, to 
pick up milk in the country, I believe there was around 15 percent of 
Massachusetts milk consumed in area 17. That has dwindled down 
and down and down until this chaotic condition today. 

When I started up there, there was probably a dozen different milk 
companies picking up milk in the area where I pick up milk. Today, 
Tam about the only one left. 
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I heard Mr. McNamara sit here yesterday and testify that he was 
on a farm of the fourth generation. I got a farmer up in Lincoln, 
Mass., that is about 12 miles from Boston, who called me on the phone 
one day and wanted to see me. And*by the way, it is a farmer I took 
over from Mr. Chapin, who is no longer in the milk business. 

I went up to see the man, and he happens to be just not a regular 
farmer—he is a well thought of man in his community. He happe»s 
to be chairman, selectman of the town of Lincoln. 

“Mr. Cummings,” he says, “Will you tell me the truth?” I said, 
“Tf Lcan, Mr. Flint, I will.” 

He said, “T am very, very much concerned.” 

“Well,” I said, “W hat is on your mind ¢” 

We were standing in his yard. A little boy was standing beside 
him. He said, “This is my son. We started farming on this farm 
in 1654, and this is the ninth generation brought up on this farm. I 
wonder how long I will be permitted and have the right to ship milk 
tomy own State capital.” 

A hell of a situation. 

“Well,” I said, “The only answer I can give you, as long as I can 
fight it out and stay in it, I will buy your milk.” 

“Now, I have seen farmers go out of business, and you asked Mr. 
Wendell Davis here yesterday if he knew of any distressed farmers. 
The commissioner has stated that on his farm he produces 214 tons of 
milk a day. That is a large volume of milk. He said he was very 
fortunate to have a job at the State or he would be in a hell of a 
predicament lots of times. 

Now, what is the condition of the other poor farmer? ‘They are 
gone and gone out of business, and gone out of the State, because the 
big producers no longer wanted Massachusetts milk. And of all the 
milk that is sold wholesale in the city of Boston today, area 17, I 
truthfully do not believe there is a single quart of it produced in the 
State of Massachusetts. And I think that is a deplorable condition 
for any State officials to allow agriculture to get in in any given State. 
Mr. Avery, I hope that answers some of the questions you were trying 
to bring up. 

Mr. Roosrverr. Mr. Cummings, why has this happened ! 

Mr. Cummines. Why has it happened? Just because they can go 
to the north country, and what I mean by the north country, that j is 
Vermont—the large volumes of milk they are able to handle or bring 
over the road in large trailers today. They can own their milk 
cheaper than I can by buying Massachusetts milk. And Massachu- 
setts milk has been pushed up. 

Now, this past summer a dairy up in Maine or in Massachusetts, a 
few miles up, Maplecrest, gave up their producers and went to out-of- 
State milk. A little farther up in Harvard, a man by the name of 
Bigelow Dairy gave up his farmers. In Clinton, Packer Dairy gave 
up his, went to out-of-State milk. And all of those farmers were dis- 
tressed farmers. I have had dozens of farmers call me and plead 
with me to take their milk. 

During this price war last summer, I took some 660-odd thousand 
pounds of milk that I was obligated to buy from my producers be- 
cause that is my production of milk, my supply of milk. And with 
all the price war and the losing of business, I took it to the cheese 
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factory and sold it to be manufactured into cheese. At the end of 
the given month, this is the way I sold it. 

At the end of the given month, I would call up the owner of the 
cheese company and ask him how much I should bill him for the milk 
that I sold. That is advance merchandising. It isa hell of a way to 
do business in my book. But I had to get rid of the milk, and that 
is the way it was sold. And I think it is a deplorable condition in the 
State of Massachusetts. 

Mr. Roosrvert. Mr. Cummings, I would agree with you. But I am 
still a little dense on this subject. I cannot understand why milk can 
be produced so much less in Vermont than it can be produced in 
Massachusetts. What are the basic reasons why that is possible? 

Mr. Cummrncs. I could not answer that. 

Mr. Roosevett. I do not think that my good friend from Kansas is 
going to say vo you that he thinks there is anything terrible in a man 
going and buying a product if it is as good a product at a less price 
In some other area. Now, there must be some reason why Massachu- 
setts milk seemingly costs more, costs the distributor more than 
Vermont milk. 

Mr. Cummrnes. Well, they will come back with the answer that 
they have better pastures in Vermont, lower help rates—farm labor is 
cheaper—and so forth and so on. But I think with a fair shake there 
are still a lot of farmers in Massachusetts who would make milk. 

Mr. Roosevert. A fair shake being what ? 

Mr. Cummines. By the large dealer patronizing and buying milk 
from them. 

Mr. Steep. If that was done, what percent of the market would be 
devoted to it ? 

Mr. Cummines. Well, as I say, when I started in the country to buy 
milk probably 30 years ago, there was about 15 percent of Massachu- 
setts milk consumed in metropolitan Boston. 

Mr. Sreep. If a Massachusetts milk producer could produce milk 
and sell it as advantageously as the Vermont producer, what percent 
of the area 17 total supply of milk would that fill? 

Mr. Cummrnes. I certainly believe it could still be the 15 percent 
that it formerly was. 

Mr. Streep. In other words, that would not mean that there still 
would not be a demand for milk produced out of the State. 

Mr. Cummines. Well, I think when a farmer within 12 miles of 
the State House of Massachusetts is concerned with how long he is 

oing to be able to make milk under State agriculture in his own 
tate, I think it isa very deplorable condition. 

Mr. Steep. Are the requirements of the health laws in the dairies 
operating in Massachusetts more strict than those in other areas? 

Mr. Cummrines. I would say they are comparable with other States. 

Mr. Sreep. The difference in cost of production, then, would not be 
chargeable to that factor. 

Mr. Cummines. No. Now, I want to add at this time further that 
I heard the testimony here yesterday of Mr. Wendell Davis. Mr. 
Wendell Davis pointed out to you gentlemen how he was the market- 
ing agent for some 6,000 producers of milk. I believe that is small 
today, because I believe at one time it was much larger. I have got 
no axes to grind with Mr. Davis. I do not go along with him on 
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some of his theories, though. Most of my producers do not belong 
to his association. The reason for it is because I do not believe in 
his association. He is working for the interest of his producers. He 
certainly should have their interest in his heart. And I cannot con- 
ceive how any man that has can be guilty of extending the credit 
which he admitted he had to one of the violators that cause 90 per- 
cent of the chaos in this milkshed originally. There is something that 
isn’t kosher along the line. 

Now, you gentlemen asked him if he knew of any distressed farmers 
having financial difficulty, or how he would be able to extend such 
credit. 

I happened to bring in today a New England Milk Producers Asso- 
ciation membership agreement, and I do not know if anyone of you 
men had the opportunity to read one of them. Well, I want to go on 
record as saying it is one of the greatest masterpieces that was ever 
written. It is outstanding. And I will take, if you permit me, a 
minute to just name a few little outstanding parts. 

Whereas the New England Milk Producers Association, hereinafter called 
NEMPA, is an association of producers of dairy products duly organized under 
the laws of the Commonwealth of Massachusetts, and having its usual place of 
business in Boston, for the purpose of minimizing speculation and waste in the 
marketing of dairy products, and for the further purpose of performing services 


for producers of dairy products in connection with the production, marketing, 
selling, manufacturing, and other utilization of milk— 


and under paragraph 2 it states: 


Members hereby appoint NEMPA as the sole and exclusive agent to sell or 
otherwise market all milk or cream owned and/or controlled by members during 
the life of this agreement, except such as is retained for consumption on the 
premises where produced, hereby granting to NEMPA full power and authority 
to sell such milk and cream in its own name to such parties and at such prices, 


terms, and conditions as NEMPA shall consider to be of the best advantage 
of NEMPA. 


It goes on a little further and also states: 


Member hereby grants to NEMPA full power and authority to collect in its 
own name all moneys due or to become due to the member for milk or milk 
products marketed by or for member. 

Now, I say this: I do not go along with that, and I think any man 
that has got that power, and that is as strong as it is, he certainly, in 
the interest of 6,000 producers should: not be selling his milk and 
extending close to $100,000 of credit, which has been reputed, to a 
dealer who is disrupting the milkshed. That is not good for producers 
in my humble way of thinking. 

Now, I am still operating a milk business, and I have seen a lot of 
price wars, and I can go back a long way and recall a few of them 
when Grosstein was in the milk business, Maple Farms came along, 
Turners Center, and they all went out price cutting and finally went 
out of business. 

I have no brief against any competitors of mine. I do not have 
any wholesale bottle business or paper business. I do have a few cans 
wholesale milk. But I am not in that type of business, because | 
cannot compete with my competitors. 

I did have the school contract in Arlington for 1 year. I had a part 
of it for a number of years. In the town of Arlington, the schools 
are split up three ways, amongst three dealers—Cummings, bu‘trick, 
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and Buckley. We went along with that for years, until they changed 
their form of government, and the town manager came in and put it 
out for open bid. At the price the Hood Co. is selling milk in the 
Arlington schools, we could not compete with it. 

The same thing held true in the Cambridge schools. Three com- 
panies for years had that type of business. Along came the Hood Co. 
with such a price that they could no longer compete with it, and Hood 
took the Cambridge schools. 

I have nothing against the Hood Co. But I would like to openly 
make this statement. I have been in the milk business since 1903, 
born and brought up in it. Of all the unscrupulous, unethical com- 
petition, if you are looking for something, you do business with the 
Hood Co.— because I will truthfully say this. In all my experience 
in the milk business, taking them all from the lowest route driver up, 
and the higher they go the worse they get—that if they agree to do 
something on this side of the street, don’t walk across the street with 
them, because they will sure as hell give you the leg halfway across 
the street. 

So if you are looking for information, and you say you want to 
know the reason for all this. gentlemen, the milk situation is in a 
very serious plight. Price cutting is one thing. I have gone along 
with it. I just installed last Tuesday a big new w: vasher at a tremendous 
cost. I do not know how long I will stay in it. I took over three 
routes in 214 months during the start of the price war. I have bought 
out three small individual dealers since then, to try to bring my pro- 
duction up to make it payable to operate my plant. And right here, 
within the immediate vicinity of 20 miles of where we are sitting, 
I will safely say in the last year there is at least 25 small dealers who 
have got out of the milk business. 

Thank you. 

Mr. Sreep. Mr. Roosevelt. 

Mr. Roosrverr. Mr. Cummings, first let me congratulate you. I 
think you have behaved yourself very well. 

Mr. Cummrines. Thank you. 

Mr. Roosrvett. But I am a little confused still as to the plight of 
the Massachusetts farmer-producer. It is a fact, is it not, that under 
the milk marketing orders the Massachusetts farmer would be getting 
the same as the Vermont farmer, would he not ? 

Mr. CasuMman. He would, indeed. I think in anticipation of what 
T am quite sure you are about to ask, the reason is that Massachusetts 
producers, as a general proposition, are quite small. It is not going 
to pay, really, a big dealer to go out and pick up one, two, three, four, 
five, six cans of milk, whatever it may be. This bulk tank—they go 
up to Vermont and come back with enough milk—well, at the present 
time, 33 percent overproduction. This is not true in Massachusetts. 
So what happens is that Massachusetts is self-sufficient as a general 
proposition with respect to milk outside of area 17. But the large 
dealer is not interested in the Massachusetts producer. There is no 
reason why he should not be. We could put on more cows in our 
herds, as there were years ago when, as Mr. Cummings testified, there 
was 15 percent of the market. 

Mr. Cummnines. I think the true answer of this, if I may follow on, 
is this. In the States of Vermont and New Hampshire, they are 
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strictly—years ago that milk was diverted into a byproduct of milk 
that was diverted into butter, cheese, or something else. And then 
the big contractor, like Mr. Hood and the rest of them, realized that 
that market up there had no outlet for their milk. They went up 
there and practically named their own iy to purchase that milk. 
And little money above what they could get on a class II operation 
looked big to them. And as this grew and expanded, they dropped 
Massachusetts producers. 

It is not because Massachusetts cannot make milk, or that they 
are small, because I think the bulletin put out by the Federal Milk 
Market Administrator’s office, which I have a copy of, will show that 
in the last 5 years the production of milk per farmer in the State of 
Massachusetts superseded Vermont, New Hampshire, and Maine. It 
is not because they are smaller, it is because they were not given the 
opportunity to stay in business. 

Mr. Roosrverr. Now, the followup to my question is this. Under 
the Federal marketing order, is there any supervision as to any other 
requirements which might be set down? For instance, we seem to be 
beating Hood over the head here today—I do not mean to do that, but 
I will use Hood as an example. Supposing Hood said to a farmer, 
“T will take all your milk or I won’t take any.” Would there be any 
supervision of that under the marketing order that might prohibit 
that kind of a provision being demanded by the purchaser ¢ 

Mr. Cummrines. I believe if Mr. Hood gave that farmer 15 days 
notice, he could drop him at any time. 

Mr. Roosrverr. Would there be any other inc entives perfectly 
legally entered into by the Hood Co., w ithout supervision by the Fed- 
eral marketing agent ? 

Mr. Casuman. None that I know of, sir. 

Mr. Roosrvett. Thank you. 

Mr. Avery. I have no questions. Thank you, Mr. Cummings. 

Mr. Sreep. Mr. Cummings, we want to express our appreciation 
to you on behalf of the committee for coming here today and partici- 
pating in our hearing. 

Mr. Casuman. Mr. Chairman, at this time, pursuant to the request 
on the part of Congressman Avery, I have here a copy of a booklet 
known as “Milk Facts,” dealing with the milk surpluses between the 
years 1938 through 1957, giving the national per capita consumption 
of milk. I regret I have it only through the year 1957. But I state 
for the record that as a general proposition, even though in the last 
few years it may have held its own, there has been a gr adual diminu- 
tion of per capita consumption ta the country. 

Mr. Avery. In other words, Mr. Cashman, the situation here in 
Boston is not unlike the national pattern. 

Mr. Casuman. No, I think not. For example, in the year 1942, 856 
pounds per capita were consumed, and the national average in 1957 
had dwindled to 715 pounds per capita. I would like to make this 
available to the committee. 

I think with respect to the Independent Milk Dealers Association, 
and its membership, which I represent, this concludes the testimony 
of these individuals. 

However, as a result of my participation, my known participation 
in these hearings, there are individuals from other areas in Massa- 
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chusetts, specifically the Springfield area, and if it is the desire of 
the Commission at this time to have me present such individuals as 
would offer testimony with reference to that area, I would be pleased 
to do so. 

Mr. Streep. Well, we are running so far behind time—would you 
contemplate presenting all of them, or do some of them have affi- 
davits ? 

Mr. Casuman. I think some of them have affidavits. Mr. Donnel- 
lan is here, I see, for one. And if he would be good enough to come 
forward—and if Mr. Bissell would come forward at this time—I am 
quite sure both of them have affidavits and will take only such period 
of time as the committee would like to give them. 

Mr. Bissell reminds me I have the original of his affidavit, and I 
shall present that in due course. Mr. Donnellan’s affidavit I do not 
have. Iwill make it available to the committee. 

Mr. Steep. Do you solemnly swear that the testimony you are about 
to give will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. DonneE.ian. I do. 








TESTIMONY OF ARTHUR L. DONNELLAN, FARMER, SOUTH HADLEY, 
MASS. 


Mr. Donnetian. I am a small farmer in the western part of Massa- 
chusetts, in the Pioneer Valley. My name is Arthur L. Donnellan. 
L reside at 4 East Street, South Hadley, Mass. 

I keep between 300 and 400 cows in the summer. I keep between 
250 and 300 in the winter. I milk between 220 and 265 in the winter. 
We are holding about a million dollars worth of property in three 
counties—Franklin, Hampshire, and Hampton County. 

I address this to the Honorable Tom Steed. 

I have operated dairy farms most of my life and am well acquainted 
with the financial investments and returns on such investments. 

Aside from the financial investment, long hours of labor are re- 
quired. The 40-hour week is not for the farmer. His is a 7 day, 
70 to 80-hour week. He is lucky to receive half the going wage scale 
for his labor. 

I am not known as a person that gives up easily. When obstruc- 
tions are put in my way, or influences are brought to bear, it irritates 
me to the point that I fight these obstacles or influences the best 
way I can. 

In 1954 undue pressure was applied on me by Hillcrest Dairy, 496 
Park Avenue, Worcester, Mass. In letters dated March 5 and April 
6, 1954, signed by Paul C. Farrar, I was instructed on the merits of 
NEMPA membership and asked to join. This was a continuation of 
25 or more years of pressure to join this organization. The final re- 
sult was a letter dated June 2, 1954, and I quote: 

It therefore seems best that we cut down on our milk coming in, and we 
would like to have you arrange to stop sending us your milk. 

This notice came at a time when Hillcrest Dairy was taking on other 
producers. 

On August 12, 1954, the Wells brothers and I opened Donwells 
Dairy, Inc., Burnett. Road, Chicopee Falls, and started processing 
milk according to the laws of the Commonwealth. 
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Area dealers naturally resented our operation because it was a 
gallon jug proposition. After our product was marketed and our 
price noted, area dealers were not quite so antagonistic, and we con- 
tinued to expand our sales area. We supply stores on a wholesale 
basis only. The price we were getting was a favorable one, and we 
did not feel that it was a cutthroat price. As time went on I pur- 
chased my partners’ shares and became sole owner of Donwells Dairy, 
Ine. 

During the latter part of 1954, Mr. Grant of the Norwood Ice Co., 
entered the gallon jug field in the Springfield market offering milk 
to the public from its own stores, at prices below wholesale prices 
into stores we were servicing. Large advertisements appeared in and 
on the Springfield news mediums claiming “Norwood Explodes Milk 
Market,” dated November 25, 1954. His prices were 9 cents a gallon 
below Donwells. Norwood was found guilty by a Greenfield court 
judge of selling below cost. This case has not been resolved to this 
day. We did not cut our price until February 7, 1956, when the Seal- 
test Division of General Ice Cream Corp. dropped the half gallon 
paper price 3 cents a quart or 12 cents a gallon. 

Quoting the Springfield Daily News of ‘February 14, 1956: 

Donwells Dairy of Chicopee Falls attempted to end the milk price war by 
hiking prices back to normal today. Complying with the Massachusetts Milk 
Control Commission’s warning against below-cost sales, Donwells early today 
made the first boost since the war began. 

This attempt was futile because there was no cooperation from 
other dealers. We had to again lower our prices to meet other out- 
of-store prices, and I must say we have been forced to tighten our 
belts to the choking state to stay in business and protect our investment. 

The H. P. Hood Co. joined the 19 co-ops in September 1959, to 
eliminate producer-dealers by amendments to Federal milk marketing 
orders. This was the second attempt in 3 years to eliminate com- 
petition from producer-dealers. After the Federal milk marketing 
order hearings held in Boston, Providence, Hartford, and W orcester, 
the Hood Co. conducted a thorough campaign of canvassing house 
- house, offering milk in gallon jugs, no deposit, at the same price 

r below the store price in some cases and extended credit beyond a 
aaa if necessary to get an account. Quotes from men in the field 
claimed : 
they had Donnellan where they could take him and they would taken Donnellan 
and Grant in one grand sweep. 

I mention these Federal milk marketing order hearings only to 
point out how they tie in with an ove all” attempt by H. P. Hood 
and the cooperatives to eliminate competition. If pricing doesn’t 
do it, amendments to the Federal milk marketing orders are proposed 
or a combination is used. 

From a brief filed with the U.S. Department of Agriculture, by 
Ernest L. Anderson, in his summary of reasons why these proposals 
should not be accepted : 

Because this is a drive by the larger dealers to get rid of the small producer- 
handlers and the dairy farmers in Massachusetts. 

Because the effect of granting the proposals would be to help establish a 
monopoly in favor of the larger dealers who need no help. 

Because this is a bold attempt by the larger dealers in the area to accomplish 


through an agency of the Government that which many of them could not 
accomplish in a free and competitive market. 
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Another evil is the discount and rebate system, free signs and re- 
frigeration units, and so on, offered by our competitors; “plus many 
thousands upon thousands of dollars—cold cash—no interest. In one 
case a period of 5 years with no interest was offered making a boast 
that I was to be forced out of business. In order to hold business or 
get new business, we are confronted by the store owner who demands 
these things. It costs us over $50,000 per year in kickbacks. 

Talk about payola in the record field, payola in the milk field makes 
diskjockeys look silly. 

In June of 1959, we were enjoying a profitable business. On July 
1, 1959, the price of milk went up 44 cents per hundredweight, or 1 
cent per quart to producers. All dealers except Norwood ‘followed 
this price rise. Norwood went up on his half gallon price but did not 
move on his gallon price. Again August 1, 1959, milk went - one- 
half cent per quart and the same pattern existed. September 1, 1959, 
a repeat performance, all dealers rising for 24 hours except Norwood. 
This made 2 cents a quart or 8 cents a ‘gallon we had lost on our mar- 
gin. The previously mentioned payola combined with this loss in 
margin is costing us over $115,000 per year. 

Today there is no rhyme or reason to consumer pricing of milk. 
Dealer costs are constantly rising. Labor, machinery, and supplies are 
all costing more; yet the only change in price to the consumer is the 
producer price established by the milk market administrator. If it 
goes up the dealer goes up, conversely down if the producer price goes 
down, unless some ‘dealer does not follow the market as was the case 
with Norwood in July, August, and September of 1959. The dealer 
is required to absorb these increased costs. 

Under present conditions I believe 87 cents for a gallon of milk is 
fair. In the Springfield market it is 76 cents established as such 
through the price pattern of Norwood. Such a price of 76 cents is 
possible only through subsidizing from some other source. The half 
gallon price is 39. 

If a sensible solution for the milk pricing situation is not reached 
very shortly, it will be necessary for me and many other small deal- 
ers and producers to liquidate our property to realize as much as we 
can from it. 

Thank you. 

Mr. Sreep. Any questions, Mr. Avery ? 

Mr, Avery. Just one question, sir. When you refer to the negotia- 
tions, relationship between Hood and the cooperatives—now, are ‘those 
the farmer-producer cooperatives in Massachusetts you are referring 
to? 

Mr. Donnetian. They were producer co-ops throughout New Eng- 
land and New York. Now, they may have extended further than 
that. But Iam clear on New England and New York. 

Mr. Avery. But they were the farmer producer co-ops. 

Mr, Donnettan. Yes—New England Milk Producers Association. 

Mr. MacInryre. I would like to ask the witness a question or two, 
Mr. Chairman. 

Your principal market is Springfield ? 

Mr. DonneLLAN. Springfield, yes, sir. 

Mr. MacInryre. And do we correctly understand your testimony 
to mean that the prese nt day price in gallons in the stores is 76 cents? 
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Mr. Donne Luan. Out of the store is 76. 

Mr. MacIntyre. What is it into the store? 

Mr. Donnewian. The price into the store generally is 72. In some 

cases one competitor is going in at 71. And then the kickbacks and 
discounts are all over the board. ‘There is no rhyme nor reason to 
them. 

Mr. MacIntyre. In other words, the published price is 72. 

Mr. DonneLiAn. 76, the public price. 

Mr. MacInryre. Into the stores it would be 72. 

Mr. DonnELLAN. Generally 72. 

Mr. MacIntyre. That would be the published instore price. 

Mr. DonNELLAN. Yes. 

Mr. MacInryre. So the kickbacks and discounts would lower that 
toa point below 72. 

Mr. DonnELLAN. Oh yes, lower it down to a point that we are all 
operating below cost—not one—all of us. 

Mr. MacIiwnryre. And the two large operators in that market are 
Hood and Sealtest ? 

Mr. Donnetxan. I believe that the Springfield market has become 
so demoralized over a period of years that there is only one inde- 
pendent processer left in the city of Springfield, and that is a firm 
named Teehan Bros. H. P. Hood I believe—there is no question 
they are the largest in Springfield. 

Mr. MacInryre. We have had testimony here today that it has ap- 
proximately 50 percent of that market. Would that be approximately 
correct in your estimation ? 

Mr. DonnELLAN. I have heard that rumored, yes. 

Mr. MacInryre. And Hood’s price then is about 72 cents into the 
store there. 

Mr. Donnetuan. If they follow our pattern, they are 72. But I 
understand that they are 1 cent lower than we are at 71. But gen- 
erally speaking, the pattern into the store price and the gallon jug 
is 72. 

Mr. MacIntyre. And the testimony here yesterday was to the 
effect that their cost. is between 83 and 86 cents per gallon. On that 
basis it would be ae cost. 

Mr. Donnetxan. I did not hear that testimony yesterday. 

Mr. MacIntyre. That came from the commissioner of the milk 
control commission. 

Mr. DonnetiAn. If I was here at that time, I did not get it. 

Mr. Rooseverr. Mr. Chairman, may I just ask one question. 

Mr. Donnellan, when you refer to kickbacks and discounts, are 
these kickbacks and discounts uniform to everybody ? 

Mr. DonneEtLAN. No, they are not uniform. 

Mr. Roosrvetr. How do you find out about it ? 

Mr. Donneuan. It has become such a common practice now that 
in some instances a star owner—these are small operators. I am not 
referring to the tren.endous large chain stores that use good ethical 
business practices, but referring to some of the small stores now: 

“T will have to have 10 percent today—someone else will give it to 
me.” 

You either meet it or go out of the store; you lose the account. 

Mr. Roosrverr. Are these in all instances demands by the stores, 
or are they offered ? 
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Mr. DonNELLAN. Some are demanded; some are offered—both. 
Our accounts are being solicited continually. Every day they are 
being crowded. 

Mr. Avery. Mr. Roosevelt—what did you mean when you said 10 
percent today? Do you mean a 10-percent discount for 1 day? 

Mr. Donnetian. Ten percent on the dollar value of the product. 
If you made out a bill on Monday for a thousand dollars for a par- 
ticular store, you would give them a 5- or 2-percent or an 8-percent 
or 10-percent discount, or in some cases 12; so you would actually 
only be getting back $90 for a $100 bill. 

Mr. Avery. That would just be at intermediate intervals? 

Mr. Donnetian. Oh, no—continually. When you once start that 
payola business, you never stop. 

Mr. Avery. Thank you. 

Mr. Srrep. 1 want to express the appreciation of the committee to 
you, sir, for appearing here today and giving us your testimony. 

Mr. Donneian. Thank you, sir. 

Mr. Casuman. Mr. Chairman, at this time I, having included the 
presentation of all of the witnesses I represent, and those who tacked 
onto our association for the purpose of this hearing, I would now like 
to present some 34 or 35 affidavits, some of which were originally 
dated in July and August of 1959, to which has been, in many in- 
stances, added additional information as of February i960, together 
with some affidavits dated February 1960 that were not originally 
included in the July and August affidavit list. 

In addition to that, may I present for the private information of 
the committee the tax return figures and other information of an 
extremely confidential nature for the use of the committee in making 
its determination. 

I have one last request—namely, that the confidentiality of the 
last page of my own statement before the commission be maintained. 
It was public knowledge. It was a part of a court proceeding. But 
I think we need not add to the individual discomfiture. And so if 
that last page of my report may be held in confidence, with that I 
would say that no committee anywhere in this country could have 
been more solicitous and more gracous and more helpful, and we can- 
not sufficiently express our appreciation for which you have done and 
which you are trying to do. 

Mr. Sreep. Well, we also want to express our a preciation to you, 
sir, and for the very outstanding job you have done in helping us 
gather this information. We will receive these affidavits for the 
record, and the matters that were submitted to us in confidence we 
assure you will be so retained. 

Mr. Avery. Mr. Chairman, maybe we had better clarify as to what 
Mr. Cashman is referring. 

Mr. CasumMan. That Dun & Bradstreet report. 

Mr. MacIntyre. It is our understanding that these affidavits will 
be entered on the record as if these 34 witnesses had appeared and 
testified. 

Mr. Streep. That is right. 

(The affidavits referred to are as follows :) 

FEBRUARY 18, 1960. 
T'o the House Committee on Small Business: 

The testimony of Ned Brox, of Brox Dairy, Methuen, Mass., before your 

committee on February 18, I feel puts me and my dairy in an unfavorable light. 


amen 


ome 
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We were awarded a school contract in Billerica although we were slightly 
higher than Brox. He referred to a school contract which he lost because the 
other dealer purchased a car from the chairman of the school committee. While 
no names were mentioned the fact that the chairman sold cars probably places 
the situation here, 

Let us say: We have never purchased a car or even discussed trading cars 
with this garage. They do not even repair our trucks. 

This school contract requires a lot of handling. Whereas most milk is left 
at schools in the boxes, this milk is taken out of the boxes—nearly every bottle— 
and placed in open dispensers, iced, and covered with canvas covers. It takes 
about 2 hours longer than just leaving the milk. Also we agree that the milk 
which is delivered is bottled that day after 7 a.m. Only a local dealer can do 
that and the commitee likes that. 

Respectfully yours, 
EARL MUSGRAVE. 


Boston, February 19, 1960. 
COMMONWEALTH OF MASSACHUSETTS, 
Suffolk, 8s: 


Personally appeared the above Earl Musgrave and swore that the above state- 
ment was true. 
[SEAL] Leo FLAHERTY, 


Notary Public. 


WEIss FarRMs, INC., 
Stoneham, Mass., July 30, 1959. 

My name is Philip Weiss. I am the president and treasurer of Weiss Farms, 
Inec., of Stoneham, Mass. ; this located only 10 miles from Boston. We have been 
producing and processing and distributing milk in the Boston area for almost 
50 years. Four generations of the Weiss family have been associated with our 
dairy business. At present we operate 4 routes, have 90 head of cattle, and 
milk over 70 cows the year round. 

In 1958 we produced almost 750,000 pounds of milk and processed and dis- 
tributed well over 1,500,000 pounds. Over the past half century, we have al- 
ways enjoyed a stable market; too, we have managed to employ 15 men the year 
round. 

In the spring of 1958, Cumberland Farms opened a group of stores selling milk 
well below cost. Our business began to drop. It continued falling until Novem- 
ber of 1958 when the State milk control commission established minimum prices. 
From November 1958 to July 1, 1959, our business recovered a good part of the 
previous loss in volume. July 2, 1959, the price level again became chaotic, and 
we are once again thrown into the plight of last year; only now, we are not as 
financially strong as we were before cutthroat, below cost of production price 
reduction was introduced here. 

From our Governor, attorney general and milk regulation board we can expect 
no aid. Our last hope lies in Washington. Speed is of the greatest importance; 
this, while there is still some life left in the smaller independent companies. 
Only through Washington’s intervention can a’ small group of large dealers be 
prevented from monopolizing the market and destroying the fair competition 
which is essential to our American way of life. 


PHILIP WEISS. 


WEILER-STERLING FARMS Co., 


Jamaica Plains, Mass., July 30, 1959. 
Mr. Brooks ROBERTSON, 


Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


DeEaR Sir: We are a small corporation, established in 1888 by Mr. Edward E. 
Weiler. We purchase some of our product from one local farmer, who has been 
delivering to us for over 40 years. The balance we purchase from the Valley 

view Creamery of East Wallingford, Vt. 

The local farmer brings in an average of 40—50 jugs per day and the balance 
of the product, which averages another 40—50 jugs depending upon the seasonal 
production of the local farmer, from Valley View Creamery. 

We now operate six routes, one wholesale, one route 95 percent wholesale, and 
four retail with some wholesale on each. 
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Up to the time the market broke in February 1958 we had one more retail 
route but due to loss of customers to the stores we were obliged to eliminate this 
route and let the route salesman go. 

Since the price war of 1958 our picture has changed from a 60 percent retail 
and $40 percent wholesale to a 41 percent retail and a 59 percent wholesale. 

We call it to your attention that we have somewhat of a different problem than 
the average dealer in the Boston area in respect that we have so much whole- 
sale, also that we are one of the smallest dealers covered by local 380 and there- 
fore are unable to convert to a non-Sunday delivery and made adjustments in 
the operation of our plant due to this contract, which a nonunion company can 
do. We, of course, do not have detailed figures that a large corporation has but 
we have compiled from our record the following: 


Sales, retail, regular and vitamin D in individual quarts 


Price, 1958 Price, 1959 


1958 =| 1959 














Decrease | 
Regular | Vitamin | Regular | Vitamin 
| me | OD 

} | j ! 
ae sles —__—_|——— —— I— we 
January 33, 315 18,760 | 14,555 | $0.275 $0. 285 
Pepruery:. <s.<.. ends 29,922 | 16,996 | 12,926 . 275 . 285 | 
March es" 32, 635 | 19, 642 12, 257 27 28 
April 28,514] 16,492 12, 022 | . 26 27 2 
May 28,238 | 17,915} 10,323 | 255 265 25 





Sales, retail, regular and vitamin D in gallons 


Price, 1958 Price, 1959 








1958 1959 Increase 7 
| Regular | Vitamin | Regular | Vitamin 
D D 
| | anal edie 
January 9,620 | 17,368 8, 648 | $0. 96 | $1. 00 $1.04 $1.04 
February 9, 316 15, 679 | 6, 363 | 96 1. 00 1.04 1. 04 
March 10, 532 17, 236 6, 704 . 94 . 98 | 1.04 1. 04 
April__- 10, 152 16, 732 6, 580 . 90 94 1. 04 1.04 
May 11, 500 17. 080 5, 580 . 90 94 . 98 . 98 
Sales, wholesale, in individual quarts 
Price, Price, 
1958 1959 Decrease 1958 1959 
regular regular 
January 8, 908 | S92 8, 016 $0. 245 $0. 245 
February. | 8, 123 | 585 | 7, 538 | 245 25 
March 1___ | 9, 666 | 738 | 8, 928 | 24 25 
April! | 4,409 823 | 3, 5386 23 4 
Mav | 2 406 730 1. 70€ 225 
' Price broke 
Sales in one-half gallons (twin pak) 
Price, Price, 
1958 1959 Decrease 1958 1959 
regular regular 
Sree 
January 8, 354 27, 579 19, 225 $0. 44 | $0. 45 
February | 7,985 | 25,488 17, 503 44 45 
March____- | 12, 590 | 16, 857 | 43 45 
April | 17, 140 29, 378 11, 238 | 41 45 
May 20,662 | 30,716 10, 054 | .41 | 42 











SMALL 
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Price paid for 3.7 


January , . $6. 877 $6. 877 
February 6. 877 7. 097 
March | 6. 657 6. 877 
April 6. 217 6. 437 
May 5. 997 6. 217 
June__-- 5. 997 6. 217 
July 6. 437 

August 6. 877 . 
ee : wok : ts | 6. 877 

October | 7.097 

NOVOMDOP. uo. 0 66.5 7.097 |_. 

December listed 7.317 “ 


As to the cost to us of the one-half gallon sold to the stores for the month of 
July 1959 we have broken down as follows: 


I CE i cist iinet iricasintcis aaa ee ee $0. 28625 
Cartons: (CWirOOR aioe eh ee Se eens . 02544 
WP rOmemies sa i as ob ek ee eee eee . 033 
DOV GEG bi niess acct eee en ea i ee eee ee . 00217 
I ah a ee . 34686 


Sold into stores at $0.42 less $0.07 equals $0.35. 

You will please note that this breakdown does not include taxes, insurance, 
advertisement, etc. 

We have not gone into any details about the situation here in the Boston area 
regarding the seriousness of our situation; as evident from the remarks by your 
committee on Tuesday night, you have done a wonderful piece of work in your 
investigation. 

In concluding we most urgingly ask that you and your committee do something 
to help us stay in a business that we have spent a lifetime to build, and to help 
us keep our employees, the most of whom have also spent their lifetime. 

Yours very truly, 
RAYMOND A. WEILER, 
Vice President and Treasurer. 

Subscribed to and sworn before me this 30th day of July 1959. 

———__— —__—_—__, Notary Public. 

My commission expires July 23. 


THE WAYSIDE FARM CREAMERY, 
Greenfield, Mass., February 16, 1960. 
Congressman ToM STEED, 
Chairman, the Select House Committee on Small Business, Washington, D.C. 

HONORABLE Sir: I have been actively engaged in the milk business since my 
discharge from the Armed Forces in 1918. During that time I have never seen 
conditions in the industry as chaotic as they are at present. Milk is being sold 
at prices that appear to be far below cost, if the raw milk used is purchased and 
processed in accordance with regulations and prices established by Federal and 
State authorities. 

In Greenfield, where I live, which is within about 10 miles of the Vermont 
line, competition has forced dealers to sell gallons of milk at prices approxi- 
mately 10 cents per gallon less than the same sells for over-the-counter in Ver- 
mont. I also understand that since an investigation was conducted in Greater 
Boston in the latter part of 1959, gallons in that section of the State sell approxi- 
mately 7 cents a gallon more than in western Massachusetts. 

In Vermont the resale prices have been established by their State control 
board after a careful study of costs of production and distribution. The result- 
ing prices appear to be fair to milk producers, distributors, and consumers, and 
can be adjusted without long delays and cumbersome manipulations. 

In the eastern part of Massachusetts, prices after an investigation apparently 
showed that milk was being sold below cost and adjustments were made. 
However, in the western section of the State this was not done and the processing 
and reselling of the product continues as a “sick industry” although costs of 
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such services appear to be approximately the same throughout the Common- 
wealth. Such conditions are hard for many dealers to understand. This is 
especially true when they have made the dairy industry their life’s work, and 
have continued to invest a large part of their savings in plants and equipment 
to improve the quality of the products they dispense and the service that they 
render the consumers. 

Many dealers have been forced out of business by unfair competition. Unless 
steps are taken to stop this trend, this condition will become more and more 
prevalent. This could well result in a monopoly, which in the end could be far 
more costly to consumers than giving reasonable protection to processors and 
distributors now engaged in the industry. I sincerely hope that you will find 
it possible to correct some of the inequities that exist at this time. 

Yours truly, 
FRANK H. REED. 


GREENFIELD, MASs., February 16, 1960. 
COMMONWEALTH OF MASSACHUSETTS, 
Franklin, 88: 
Personally appeared, Frank H. Reed, and made oath that the foregoing state- 
ment subscribed by him, is true, before me. 


JoHN D. MOSELY, 
Justice of the Peace. 
My commission expires June 3, 1966. 


AFFIDAVIT OF Ross Datry Co., INc. 


My name is Wilbert A. Ross, president and treasurer of the Ross Dairy Co., 
Inc., 42 Moraine Street, Belmont, Middlesex County, Mass. 

I have been in the milk business for 46 years, prior to that time I worked 
for a small company which I purchased in 1913. 

In 1957 a price war was started in the Greater Boston milk market, which is 
the area where we conduct our business, and the result of this war has been 
very disastrous to us and all other retail dairies in the market. 

From 1957, conditions in the retail business grew steadily worse, until Novem- 
ber 17, 1958, when the Massachusetts Milk Control Commission became opera- 
ative again and set minimum resale prices for stores and dealers. During the 
short period between November 17, 1958, and June 30, 1959, the milk business 
became somewhat stabilized and we enjoyed a fair profit for our efforts. 

On June 30, 1959, the attorney general of the Commonwealth proclaimed 
that all prices in the industry as set by the Milk Control Commission were no 
longer in force. From July 1, 1959, conditions in the milk business have returned 
to a point where they are worse now than those which existed in the period 
from 1957 to November 17, 1958. 

We are not in the wholesale business but are being hurt terribly from milk 
sold to stores in half-gallon paper cartons for 35 cents, sold by stores for 38 
cents per half gallon. Many of our customers who used to take sizable amounts 
are taking a very small amount at the homes and filling their requirement at 
the stores; this increases our overhead and delivery costs. 

The Federal Milk Market Administration, as you probably know, sets the 
price that we have to pay for milk each month. The price for this month being 
$6.65 per hundred-weight for 3.70 butterfat milk. This price includes 0.03 cents 
per hundred that has to be paid to the Market Administrators office. This we 
must pay but we have no protection when it comes to resale price which is 
causing our trouble at the present time. 

Now the problems to consider are these: To add to our cost is processing, 
icing, insurance of all kinds, investment in plant, machinery, trucks and gaso- 
line, and delivery salesmen. We do know, for a fact, it costs us at the very least 
0.09 cents to deliver a single quart of milk and that size delivery is getting 
more instead of less as time goes on and the unstabilized market continues. 

We also have many old employees whose livelihood depends on our business 
and if conditions continued any length of time there is nothing left for us to 
do but close our doors. No other dealer except those who want to monopolize 
the business are willing to takeit as a gift. 


Sai 


—— 
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In conclusion I would like to respectfully call your attention to an article 
in the Boston Herald dated July 31, 1959, “Two Liquor Stores Suspended 
for Cut-Rate Sales,’ this was done by the Alcoholic Beverages Control Com- 
mission for selling a bottle of liquor at a cut price, also in the Boston Herald 
dated August 1, 1959, banks told by the bank commissioner, Edward E. Couni- 
han, warning savings and cooperative banks in Massachusetts they must not 
raise rates; it would lead to a rate war, harmful to the banking industry in 
general. 

My point in bringing out the two instances is that if the liquor industry and 
the banks have a commissioner and a commission to govern their activities to 
keep them from destruction by unscrupulous dealers who if allowed to continue 
can ruin any industry. Why should we not have a milk commission who will 
protect the producer, the dealer, and the public? 

The verification of above quotations will be sent, if you are interested, on 
request. 

W. A. Ross, President. 
Signed before me this 4th day of August 1959. 
Francis J. Datiy, Notary Public. 
My commission expires February 25, 1961. 


TEEHAN’S Dartry, 
Springfield, Mass. 
Hon. Tom STEEp, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

I wish to express my thanks to you and your committee for the invitation 
you extended me. 

The dairy industry in Massachusetts has been plagued with unrest for the 
past 5 years. My small company is located in the western part of this State. 
It is in that section where all the unrest started. 

Multiple quart containers were first introduced there and at very low prices. 

Iowever, the people who merchandise these large containers do not depend 
entirely on milk for their profits, they are a chainstore selling many other items 
such as soda pop and television tubes. They have used milk as a leader item. 
When they set about to sell at these low prices they forced others to follow suit 
or lose their business. This in turn forced many small and some large dealers 
out of business. However action like this will eventually lead to only one 
large dealer, who can then set his own prices. 

Our small business was established by my father in 1913, and our families 
made a living from the operation of it ever since. During these years mentioned 
I saw this same business go from a profit position to a very sad loss position. 
This is primarily due to suppressed prices, this I am sure could be corrected 
by setting a floor on resale prices such as was done here in Boston. 

We hope sincerely that your committee will see fit to recommend to one 
of our State agencies that they take action in the western part of this State, 
similar to that taken here in Boston. 

Respectfully, 
GERALD T. TEEHAN. 

Before me this 17th day of February 1960. 

GEORGE ACHESON, Notary Public. 


AFFIDAVIT BY ERNEST H. CLIVIO, PRESIDENT AND TREASURER OF SUNNYHURST 
Darry, INc. 


My name is Ernest Clivio. I am president and treasurer of the Sunnyhurst 
Dairy, Inec., a Massachusetts corporation duly organized under the laws of the 
Commonwealth of Massachusetts, with its principal place of business at 214 
Main Street, Stoneham, Mass. 

I am 48 years old and have been in the milk business since I was 12 years old 
at which time I helped my dad deliver his milk route. 

I officially became employed as a milkman by the Herlihy Milk Co., of Somer- 
ville at the age of 16. 

Over a period of 18 years I progressed first as a foreman, then a retail super- 
visor and finally retail sales manager. On September 1, 1946, I decided to 
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operate my own milk business. My initial purchase was two milk routes and a 
small plant. 

At the present time I am operating 40 retail routes and bottle milk as well for 
independent milk dealers who operate an additional 10 routes. 

The early history and rapid growth of our organization can be attributed to 
the fine young men who returned from World War II and the Korean campaign. 
As these young men sought employment they were made aware of the moderate 
wages in our industry, the abnormal hours, the Sunday and holiday deliveries, 
the fact they were expected to be truck drivers, salesmen, bill collectors, and 
bookkeepers. But with all those minuses the big plus in our type of business 
was almost a guarantee of steady employment. So with this group of young 
ambitious men over an 11-year period the company showed a healthy increase 
of 10 to 15 percent over the previous year, year after year. We asked no sym- 
pathy and expected none. No one dreamed of great wealth but we enjoyed 
high morale and a Sense of security. 

If there are any illusions about the fantastic profits in our industry, it will 
be interesting to know that during a stable market for the fiscal year ending 
August 31, 1956, with a gross volume of $1,750,000 this company showed a gross 
income of $40,000, before profit-sharing contributions and taxes, leaving a net 
income of $19,500 or 1.1 percent of gross sales. For the fiscal year ending August 
31, 1957, also with a stable market and with a gross volume of $1,930,000 this 
company showed a gross income of $48,500, before profit-sharing contributions 
and taxes, leaving a net income of $23,250 or 1.2 percent of gross sales. 

In the latter part of 1957 a price war developed in our Boston market that was 
started by a gallon-jug dealer, namely Cumberland Farms, and was aided and 
abetted by supermarkets and the larger milk companies. So that for the fiseal 
year ending August 31, 1958, our volume dropped to $1,780,000 with a gross income 
of $29,900, before profit-sharing and taxes, leaving a net income of $16,500 or 
0.9 percent of gross sales. 

In an effort to stem the tide of lost accounts and lost driver morale the company 
decided to franchise the routes to its men. The program was intended to accom- 
plish the following: 

1. Eliminate route foremen. 
2. Eliminate days off and vacation costs. 
Reduce payroll cost. 
Eliminate insurance, taxes, and other employee benefits. 
Increase volume with a greater effort on the part of driver salesmen. 
6. Increase cash position of the company. 
After a careful study of our figures the following costs were determined : 






~ 


t 


Or de © 


1. Processing cost to platform 


» 


See alert eee atte $0. 0229 
2. Loading cost 


Sor ee ea ede ee eae Pe ea . 0027 
3. Selling and general administrative expenses : 
(a) Salary and wages_____-_- ee ee i es er eat . 0111 


(6) Miscellaneous and administrative__.__._____________________ . 0052 
(c) Interest___- 


1 SALE Ses eee ALTE ot PR MR A el OS Oe aS a cd . 0009 
(a): Snail in venient. 5. a ee ee ee . 0016 
RM potenti cial caters es Roe aT eS i a a ~ . 0444 


During the summer of 1958 prices reached such a low point that on our 
franchise plan we were asking the men to operate a truck and deliver milk 
for as little as 3% cents a quart in an attempt to hold their volume. It is 
obvious that on an average 450 unit route this pattern could mean the death 
of our business in a very short time. In November 1958 the milk control 
board set prices to help stabilize a market that has become chaotic. Sud- 
denly editors of newspapers seeking headlines made fanfare of an industry 
they knew little about and politicians became champions of the people as a 
means of seeking publicity. During the next several months we lived in constant 
fear the milk control board would lose its power to set prices and keep a stable 
market and once again put us at the mercy of the supermarkets and larger 
milk distributors, who though losing money in this market were able to 
subsidize it with profits from other markets. As an illustration, it is my 
understanding before controls became effective Cumberland Farms was buying 
unregulated milk at approximately 2 or 3 cents a quart less than the regular 
price in the Boston area and selling it in the unregulated areas for a penny 
a quart more; thereby subsidizing its losses in the Boston market. 
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On July 1, 1959, the power to set prices by the milk control board was re- 
voked on a questionable decision by the Attorney General and our market is 
now in a more deplorable condition than what existed in 1958, if that were 
possible. 

At the present time, the cost of the raw product plus the processing and 
administrative cost of $0.0444 per quart would mean that a half gallon of 
milk in glass would cost approximately $0.38600 to our platform. As can be 
seen by the attached copy a price schedule, given route salesmen by the H.P. 
Hood Co., dropped the price of half gallons from a 52 cent price to a 44 cent 
for the first half gallon and 40 cents thereafter, which meant if our drivers 
were to hold their customers at these prices and I sold them milk at my cost 
they would have approximately 3 cents per quart as gross profit. We have a 
modern and efficient plant and method of operation, and our cost of operation 
does not suffer from old or outdated methods or equipment; yet our morale 
has vanished, our volume is gradually disappearing, our finances are being 
depleted, and our employees have not been given the financial consideration 
many employees of other industries have been able to enjoy. As a matter of 
fact, most of our drivers have actually taken a cut in pay at a time when 
all we hear about is inflation. The consequence is, many of our better men 
have already left our organization and I know of others who are seriously 
considering leaving for the security they once felt they had in our industry. 
If we do not get immediate relief this will be like writing our obituary. 

ERNEsT Citvio, President and Treasurer. 
Signed before me this 31st day of July, 1959. 


GrorcE W. CASHMAN, Notary Public. 
My commission expires March 26, 1960. 


C. W. Spear, INc., 
Wakefield, Mass., August 3, 1959. 
SELECT COMMITTEE ON SMALL BUSINESS, 
House of Representatives, 
Washington, D.C. 
GENTLEMEN: We wish to submit the following data pertaining to our business. 
Years in business, 54. 
Service, 12 towns, north of Boston. 
Routes, 9 retail, 1 wholesale. 
Source of supply, Vermont. 
Estimated cost per quart (paper) sold wholesale : 


Raw product______ - oe — $0. 1275 
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With the larger companies contacting customers for their business by offering 
milk at reduced prices the smaller dealers are forced to meet the prices to hold 
what customers they have in hopes the situation will right itself. 

The low price of milk in the stores has had a terrific effect on customers as 
they can purchase milk in paper containers way below our cost. 

The continuance of the price war can only lead to a discontinuance of business 
for the smaller dairies. 

We trust this situation will have your immediate attention. 

Very truly yours, 
MANTON P. Spear, Treasurer. 


Doing business for 58 years in the following towns: Malden, Melrose, Reading, 
Saugus, Stoneham, Woburn, Peabody, and Wakefield. In addition to the above 
which is area 17, we cover Middleton, Wilmington, North Reading, and Lynn- 
field. 
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Of all the milk sold in area 17, we sell about 1 percent. 














| 1956 1957 | 1958 1959 
DIE Sn a taananiennatan | 3, 274, 758 2, 332, 181 1, 660, 538 1, 524, 430 
Routes: 
Ne an tinhet heecommiestsbudcetbas 9 9 y 9 
Co ae eens 3 3 1 1 
Number of employ 25 
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Loss of accounts: 
Minihan Drug,’ North Avenue, Wakefield, Mass. 
O’Grady’s Diner, Main Street, Stoneham, Mass. 
Worthen Mart, Main Street, Lynnfield, Mass. 
Vernon Market, Vernon Street, Wakefield, Mass. 
Tony’s Market, Pleasant Street, Wakefield, Mass. 
Livas & Lilly, Albion Street, Wakefield, Mass. 
King Cole Do-Nut, Albion Street, Wakefield, Mass. 
Wakefield, Reading, North Reading, and Lynnfield schools. 

Whom did they go to? Predominantly to Hoods. 

Tabulation of discounts: 


1959: Half gallons sold, 128,492, sold at 5 cents less on each half gallon. 
1959: Half gallons sold, 125,123, sold at 3 cents less on each half gallon. 
1959: Half gallons sold, 9,575, sold at 9.1 cents less on each half gallon. 
Chainstores specifically causing damage: All chainstores—A. & P., First Na- 
tional, Cumberland. 
Locations: All in our area. 
Brand of milk: Hoods, Brookside, Brox, Cumberland, and White Creamery. 
Note.—We know that rebates, refrigerators, free design, and other forms of 
subsidies are used. 
We are convinced that the Federal order as it now stands is inadequate, and is 
frequently taken advantage of by the larger companies. 
We believe that in certain areas institutions prices are quoted so low by the 
larger companies that the local dealer cannot compete with the quotations. It ap- 
pears that this practice passes from one locality to another at a later time. 


We are positive that regulations must be set up to allow a fair competitive form 
of business for all. 


Snows NIckE CreAM Co., INC., 
OR GREENFIELD DatRy DIVISION, 


Greenfield, Mass., February 6, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 


House of Representatives, Washington, D.C. 
(Attention of The Honorable Tom Steed.) 


Dear Sire: Due to unrestrained competition we are compelled to process and 
deliver milk for 3% cents per quart or lose our accounts to competitors who will, 
and are, selling at that figure. We also sell ice cream as a wholesaler. Our ice 
cream sales in 1958 were less than 10 percent of total sales; 90 percent was milk, 
cream, and byproducts. Our profit for 1958 was 1.5 percent of total sales before 
taxes, 2.9 percent of invested capital before taxes, but if we had not been in the 
ice cream business and operated a dairy bar at our plant, we would have shown 
a loss for 1958. 

I have owned and operated this business for the past 21 years. Previous to 
1955 we were always able to show a profit that reflected a reasonable return on 
sales and capital. We have met competition, reinvested most of our profit over 


the years to take advantage of modern equipment and keep our operation effi- 
cient. 


1 Statement made by Mr. Minihan that in 5 years he could buy a Cadillac with the 


discount he receives from the Hood Co. Hood Co. offered him ice cream cabinets and free 
design of his lunch bar. 


cae ee 





—E 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 579 


The large dealers, Hood and General Ice Cream Corp., have been clean competi- 
tion in this area. They have made no special deals to my knowledge to take on 
business. However, they are able to meet competition and absorb the loss on the 
low-price packages, due to substantial saleS in more stable markets. This con- 
dition will eventually lead to a monopoly. 

Our figures are not complete for 1959, but all indications are they will be no 
better than 1958. 

Yours truly, 
BENJAMIN R. CENTER, President. 


FEesRUARY 8, 1960. 
COMMONWEALTH OF MASSACHUSETTS, 
Franklin, ss: 


Then personally appeared the above named Benjamin R. Center and acknowl- 
edged the foregoing instrument to be the free act and deed of Snows Nice Cream 
Co., Inc., before me. 

- _———., Notary Public. 

My commission expires May 8, 1965. 


AFFIDAVIT BY DExTER T. ROBINSON, PRESIDENT AND TREASURER OF A. J. ROBINSON 
& Son, Inc. 


My name is Dexter T. Robinson. I am president and treasurer of A. J. Rob- 
inson & Son, Inc., a corporation duly organized under the laws of the Common- 
wealth of Massachusetts, having its principal place of business at 172 Kittredge 
Street, Roslindale, Suffolk County, Mass. 

My father started this business in 1897, and it has been located at the above 
address ever since. I went to work for my father at a very young age, and have 
been connected with this business all through the years since 1897. I inherited 
this business from my father in 1948 and incorporated same in 1954. 

Up until 1957 the milk business went along smoothly, and this operation showed 
a fair profit annually. In 1957, however, a price war was started in the Greater 

soston area, and for the first year since its inception my business operated at 
a loss. 

After November 17, 1958, the Massachusetts Milk Control Commission estab- 
lished resale prices for stores, and also set minimum prices between dealers, and 
after this was done the usual profit margin returned to my operation. 

This period of operating at a profit was short lived, for on June 30, 1959, 
the attorney general of the Commonwealth of Massachusetts declared that all 
milk prices as set by the Massachusetts Milk Control Commission were no longer 
in effect. From then on conditions in the milk business have grown steadily 
worse until my margin of profit has again disappeared. In fact the milk indus- 
try in this area today is in a more chaotic condition than that which existed 
in the period from 1957 to November 17, 1958. 

The Charles F. Rittenhouse & Co., a firm of certified public accountants, pre- 
pared a cost study for the Massachusetts Milk Control Commission, and proved 
that the average cost for delivery of one-half gallon of milk in paper container 
from the dealer’s platform to the retail outlet was 5.82 cents each. 

My cost on my platform for one-half gallon of milk, in paper container, in- 
cluding raw product, labor, overhead, and processing charges is 0.3776 per unit. 
This, plus delivery cost above of 5.82, totals 0.4358 per unit delivered. 

Milk in one-half gallon paper container is being sold at store outlets for 38 
cents. This store selling price is less than my cost, and your committee can 
readily see that it is impossible for me and all other small milk dealers in this 
area to meet such competition and remain in business. 

Our association has exhausted all possible avenues of relief in this terrible sit- 
nation, and I pray that your committee, which is our last resort, will act 
immediately, thereby bringing back order out of chaos, and returning the milk 
industry to those who have very ably discharged their duties to the public for 
many, Many years. 

DEXTER T. RORINSON, 
President and Treasurer. 
Signed before me this 30th day of July 1959. 


GeorceE A. BLarr, Jr., Notary Public. 
My commission expires June 6, 1964. 
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RIVERSIDE Datry, INC., 


Holyoke, Mass., February 6, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 


House of Representatives, Washington, D.C. 
(Attention: Tom Steed). 


DEAR Sir: Since the advent of the gallon jug, the price of milk of both whole- 
sale and retail has steadily declined. Now, some years later, I doubt if the price 
can go any lower, however, it may. 

In our desire to stay in business we have been forced to package the various 
sized containers and try to meet the prices of our competitors. Needless to say 
that all these changes are very costly and the only benefit derived is higher 
expense and lower profit. 

When a business such as this can only realize a net operating profit of less 
than one-half of 1 percent, there must be something wrong. 

We feel that we have initiated just about every economy possible in our opera- 
tion and our employees have not received a raise in pay in 3 years, so how much 
more can we stand ? 

If some sort of relief isn’t forthcoming, we feel that the day of the independent 
milk dealer is fact coming to an end. 

Very truly yours, 
CHARLES S. Pysz, President. 
Witness to signature: 
HoLyoKeE, MAss. 
Hampden County. 
My commission expires February 14, 1964. 


JAMES I, GroGAN, Notary Public. 
FEBRUARY 6, 1960. 


AFFADAVIT 


I, Robert K. Reynolds, of 103 East Street, Dedham, doing business as Rey- 
nolds Farm Dairy make the following affadavit to the best of my knowledge. 

I started this dairy business in 1937 starting with 30 quarts of milk per day. 
Today I operate two trucks and employ two men. 

Since this price war started in this area (Dedham, Westwood, Norwood, and 
Medfield) I have lost between 600 and 700 quarts of daily delivered business. 
I believe I lost 40 percent to cash-and-carry stores and chainstores and 60 percent 
to competing home-delivery dairies who offered to supply my customers with 
dairy products at prices below my price and their established prices, in other 
words they (the competing dairies) cut the price to our customers below the 
prices I charged and below the prices they charged their regular customers to 
induce my customers to give their order to them. 

During the period of November 1958, to June 30, 1959, when pricing orders 
of the milk control commission were in effect, that portion of business that was 
in the area under price control, i.e., Dedham, Mass., the customers accepted the 
prices without complaint and business in that area (Dedham) became orderly. 

Since July 1, 1959, when controls stopped, the large companies have dropped 
their prices to below cost for both stores and home deliveries. In the Westwood, 
Norwood, and Dedham area one large company is soliciting new accounts for 
half-gallons of homogenized milk at 44 cents for the first half gallon each delivery, 
each subsequent half gallon on that same delivery 40 cents. Two other com- 
panies are charging 42 cents per half gallon for home delivery, another com- 
pany is charging 41 cents per half gallon. I can furnish names of above com- 
panies if requested. 

My costs per half gallon of homogenized milk in glass: 

Chest cost, refrigeration 
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August 1958: Processed and in our bottle $0.34 plus above costs $0.2047 equals 
$0.5447. 
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September 1958: Processed and in our bottle $0.84 plus above costs $0.2047 
equals $0.5447. 

October 1958: Processed and in our bottle $0.35 plus above costs $0.2047 equals 
$0.5547. . 

November 1958: Processed and in our bottle $0.85 plus above costs $0.2047 
equals $0.5547. : 

December 1958: Processed and in our bottle $0.35 plus above costs $0.2047 
equals $0.5547. 

January 1959: Processed and in our bottle $0.34 plus above costs $0.2047 equals 
$0.5447. 

February 1959: Processed and in our bottle $0.35 plus above costs $0.2047 equals 
$0.5547. 

March 1959: Processed and in our bottle $0.34 plus above costs $0.2047 equals 
$0.5447. 

April 1959: Processed and in our bottle $0.32 plus above costs $0.2047 equals 
$0.5247. 

May 1959: Processed and in our bottle $0.31 plus above costs $0.2047 equals 
$0.5147. 

June 1959: Processed and in our bottle $0.31 plus above costs $0.2047 equals 
$0.5147. 

July 1959: Processed and in our bottle $0.33 plus above costs $0.2047 equals 
$0.5347. 


Our prices per half-gallon: 


Area 14 Area 17 


18: half All other ist half All other 


gallon each gallon each 
delivery delivery 
1958—August ‘ 56 2 56 52 
September anaes 56 2 56 52 
October 57 53 57 53 
November hei deboatith ee eee wake 57 53 i 2 Sea 
December ai > a ie ad 57 53 55 
1959—January . ne 7 55 51 53 
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1 Straight as per milk control. 


If, to hold my customers, I have to meet these before-mentioned prices of some 
competing dairies it will be only a matter of a very short time before I will be 
forced out of business. 

We purchase all our milk from A. J. Robinson & Sons, 172 Kittredge Street, 
Roslindale, Mass., which is processed and bottled by them. 

RoBerT K. REYNOLDS. 

Subscribed and sworn to before me this 30th day of July in the year 1959. 

IrvVIN J. DALEY, Notary Public. 

My commission expires July 24, 1965. 


CONFIDENTIAL 


I, Robert K. Reynolds of 103 East Street, Dedham, doing business as Reynolds 
Farm Dairy make the following affidavit to the best of my knowledge. 

I started this dairy business in 1937 starting with 30 quarts of milk per day. 
Today I operate two trucks and employ two men. 

Since this price war started in this area (Dedham, Westwood, Norwood, and 
Medfield) I have lost between 600 and 700 quarts of daily delivered business. 
I believe I lost 40 percent to cash and carry stores and chainstores and 60 
percent to competing home delivery dairies who offered to supply my customers 
with dairy products at prices below my price and their established prices, in 
other words they (the competing dairies) cut the price to our customers below 
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the prices I charged and below the prices they charged their regular customers to 
induce my customers to give their order to them. 

During the period of November 1958 to June 30, 1959, when pricing orders of 
the milk control commission were in effect, that portion of business that was in 
the area under price control, i.e., Dedham, Mass., the customers accepted the 
prices without complaint and business in that area (Dedham) became orderly. 

Since July 1, 1959, when controls stopped, the large companies have dropped 
their prices to below cost for both store and home deliveries. In the Westwood, 
Norwood, and Dedham area one large company is soliciting new accounts for 
half-gallons of homogenized milk at 44 cents for the first half-gallon each 
delivery, each subsequent half-gallon on that same delivery 40 cents. Two other 
companies are charging 42 cents per half-gallon for home delivery, another com- 
pany is charging 41 cents per half-gallon. I can furnish names of above com- 
panies if requested. 

My costs per half-gallon of homogenized milk : 
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If, to hold my customers, I have to meet these before mentioned prices of some 
competing dairies will be only a matter of a very short time before I will be 
forced out of business. 

RosBertT K. REYNOLDS. 

Subscribed and sworn to before me this 27th day of July in the year 1959. 


IrvIN J. DALEy, Notory Public. 
My commission expires July 24, 1964. 


AFFIDAVIT BY Rocco L. GRASSO, PRESIDENT AND TREASURER OF NEEDHAM Darry, 
INC. 


My name is Rocco L. Grasso. I am president and treasurer of the Needham 
Dairy, Inc., a Massachusetts corporation, duly organized under the laws of the 
Commonwealth of Massachusetts, with its principal place of business at 72 River 
Park Street, Needham, Norfolk County, Mass. 

I am 58 years old and I have been in the milk business since I was 8 years old 
at which age I did various odd “clean-up” jobs on my father’s farm which is the 
site on which my milk processing plant now stands. 

Up until 1957 things in the milk business were reasonably good. I was not 
becoming rich—but neither was I on welfare relief rolls. 

As a result of eminent domain proceedings by the Commonwealth of Massa- 
chusetts in 1955, my old milk processing plant was taken and I built what at that 
time was a modern processing plant with a volume of 4,000 units per day of my 
own and 3,000 units per day which we process for others. 

In 1957 a price war took the Massachusetts milk market by the throat as a 
result of which the market has become and is chaotic. 

The chaos grew increasingly worse from 1957 to November 17 of 1958 when 
the Massachusetts Milk Control Commission set minimum resale prices out of the 
store, and also set prices between dealers. Thereafter, from November 17, 1958, 
though the air charged with electricity and we were the victims of jittery 
stomachs the market settled down reasonably and we enjoyed some degree of 
peace. 

Between early 1957 and November 17, 1958 we very nearly went broke. While 
it is true that we paid our producers, we were behind in meeting our other 
accounts payable. 

On June 30, 1959, the attorney general of the Commonwealth of Massachusetts 
declared in the press, on radio and TV that all prices established by the milk 
control commission were at an end and since July 1, 1959, a chaos has returned 
to the market which is even worse, if possible, than what existed from early 
1957 to November 1958 

My company, within 30 days of the date hereof completed a cost study of the 
various items in our plant. The costs were predicated on our present volume 
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of 7,000 units per day and were projected to the processing of 27,000 units per 
day. (This was done because several independent milk people heretofore doing 
their own processing found that they were.going broke and expressed a desire 
to use our facilities if possible. The cost study was made so that we would 
know the minimum price which we could charge if we took on the service.) 

The cost study, prepared over several weeks by a reputable and extremely 
competent CPA revealed among other things that— 

(1) The cost on our platform—with no profit included—of one-half gal- 
lon paper for raw product, labor, overhead, production, rental and materials 
was 32.5 cents. (Since the study was made the cost of the raw product has 
gone up 2 cents per one-half gallon.) 

(2) The figures from the cost study analysis made by Rittenhouse (CPA’s) 
employed by the milk control commission showed that the average cost to 
deliver one-half gallons paper from platform to retail outlet to be 5.82 cents 
which would bring the total cost up to 38.32 cents per one-half-gallon paper. 

(3) The average profit according to statistics available on a nationwide 
basis is alleged to be one-half cent per quart or 1 cent per one-half gallon 
which would bring the total into the retail outlet up to 39.32 cents. (The 
cost into the store in Massachusetts should be by law 38.32 plus 6 percent 
or 40.62.) 

(4) Milk in one-half-gallon paper containers is selling out of the store for 
38 cents. 

(5) Milk which costs me 38.32 cents per one-half-gallon paper (if I deliv- 
ered it) is currently going into the stores at 35 cents and is coming out of 
the store for less than it costs me at no profit. 

I am one of many members of an organization known as the Independent Milk 
Dealers Association. 

Many of our group have died—financially. 

Those who haven’t died—are dying on the vine. 

We are efficient—our costs are no greater than the costs of the bulk of the 
industry. 

Those of us still alive are threatened with extinction because of the cutthroat 
chaos surrounding us. 

Large dealers are meeting all competition. Their drivers are instructed to 
“meet competition—but not to lose the business.” 

Supermarkets are either at the bottom of, or are contributing to our misery. 

Each month brings a new fatality—at worst we are broken—at best we are 
badly bent. 

If we do not get relief now there will not be an independent milk dealer left in 
Massachusetts in 90 days. 

We are being gobbled up by the big fellows who are cutting prices and our 
throats. 





tocco L. GRASSO, 
President and Treasurer. 
Signed before me this 17th day of July 1959. 
GEORGE W. CASHMAN, 
Notary Public. 
My commission expires March 26, 1960. 


MUSGRAVE’S TOWER FARM, 
Billerica, Mass., July 30, 1959. 
SELECT COMMITTEE ON SMALL BUSINESS, 
House of Representatives, Washington, D.C. 
(Attention Representative Robert Patman, chairman). 

GENTLEMEN: This is a letter to point out the very serious condition which 
exists in the Greater Boston area as it affects small milk dealers who are fighting 
for their very life. Certain violations of law may exist. We would like your 
committee to look into this matter. 

I represent the Musgrave’s Tower Farm, Inc., a wholesale and retail milk 
dealer. Our business was started in 1936 by my father, mother, and two sons 
when we decided to retail our own cows milk. 

Now we deliver from Lowell to Boston in 18 cities and towns with 13 delivery 
vehicles. We have a modern dairy operation whitch we have built up from one 
customer and eight cows. It represents a lifework and is a considerable invest- 
ment to us and is our life savings. 


43632—60—pt. 415 
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In 1952, it was necessary to dispose of our herd due to the Federal Milk Market 
Administrator’s regulation that our production had to be surplused. It meant 
that our own cows milk cost us more than purchased milk. 

In 1958 a price war broke out hereabouts. Milk was sold, both wholesale 
and retail, below cost. This was brought about, in our estimation, for several 
reasons: 

First, in purchasing milk under Federal orders cooperatives such as United 
Farmers, Bellows Falls, Cabot, Milton, and others do not have to pay the 
established Federal class I prices for milk as we do. Their losses, if they have 
them, are charged back to their producers in deductions per hundredweight. 
Most of the large dealers buy some or all of their milk from cooperatives. 

Second, outside milk was brought in from entirely foreign sources like Mich- 
igan, Pennsylvania, and New York (areas outside of our natural milkshed and 
the Federal order). Some of this milk was bottled in a neighboring State, 
brought into this State, and sold just outside a Federal area. 

This milk was sold at an extremely low price and forced conspiracies between 
chainstores and the large operators. These latter supplied chains with milk 
low enough cost to give the chains their 6 percent markup required by law. 

We feel the dealers broke the law; maybe the chainstores didn’t actually 
break the letter of the law. But both are guilty of conspiracy to sell milk too 
cheap. This series of events threw our whole area into chaos and resulted in 
most milk being sold below cost. 

Many small milkmen were forced out of business or close to bankrutpcy. 

The Massachusetts Milk Control Commission restored prices to a sane level 
in November 1958. A fairly stable market existed until July 1959. 

Now we have returned to the same chaotic conditions. On the morning of 
July 1, by “a strange series of events,” H. P. Hoods, Bellow Falls, United 
Farmers, Whiting, Deerfoot suddenly came out with newspaper ads and store 
streamers announcing a mutual price of 38 cents over the counter, although there 
was no reason for all of them to be 38 cents. It looks to us as if a series of 
phone calls brought about an understanding 

Last week one of our people and two other dealers’ representatives met with 
Attorney General McCormack to see if there wasn’t some way to stop these cut- 
price sales threatening our market. 

One of Mr. McCormack’s assistants, Nate (we don’t recall his last name), said 
that, based on a questionnaire answered by dealers to the milk control com- 
mission last spring, under penalties of perjury, the cost of milk on the platform 
to these dealers was between 42 and 43 cents per half gallon. 

At the present time these large dealers are openly soliciting our customers for 
prices, retail delivered, as low as 40 cents. 

Here is one instance, where the culprit was not a route man but the Hood 
office itself, showing how hungry it can be. Mr. McGee of Andover Road, Bil- 
lerica, paying our firm 49 cents per half gallon, was quoted by the Hood office in 
Boston 40 cents delivered. When he pointed out that he might be in a different 
area (Billerica is outside Boston area and up to that time not affected by this 
price war) he was told that it didn’t make any difference where he lived. This 
was July 27. 

We could cite more than 100 similar cases, all retail, where Hood and United 
Farmers salesmen have actively solicited, on every route we have, a half gallon 
at 40 cents. The management will say that this price is to hold business. They 
are using it to take business. 

And if they don’t get the customers at this ridiculous price—and they often 
don’t—they do succeed in spoiling the customer because we have to cut the price 
or lose the stop. 

Here is another instance. We supply Miller’s Market, Cross Street, Somer- 
ville. Whiting had a small amount of business there also. On July 1 Whiting 
offered milk at 35 cents into the store. Miller refused to take delivery from us 
for 2 days until we met the price which is far below our cost. 

In a huge IGA supermarket in Burlington, Whiting voluntarily reduced prices 
in an area (Billerica, Burlington) which was not depressed at that time. There 
was no reason to cut the price except to pirate the business. This chain has 
been dictating price policy to Whiting for some time. 

These large dealers are very unscrupulous in their methods, too. For in- 
stance, after the milk control board restored the price last November 19, 1958, 
Hood kept on the rest of the month at the same low price in Carbone’s Market 
in Burlington. Just to show Carbone that Hood could do more for a store than 
a small dealer could. 
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Hood did the same at the Town Grocery in Burlington in the route 3 shop- 
ping area. 

This bad situation hag come about partly from a longstanding rebate policy of 
the large companies, like Hood, whereby all stores pay the same listed price and 
then a company representative calls once a month and pays a rebate often 
enough to pay the store’s rent or light bill. Rebates vary according to ne- 
gotiations. 

In one of our stores Whiting told the owner since he was “nice enough to 
refrigerate Whiting’s milk” they felt they should pay his electric bill. We lost 
part of the order. 

It is a common practice for Hood and the other large companies to hire ware- 
house space in the company’s grocery warehouses where no milk is stored. 
This is a rebate, and gives the recipient milk at a lower cost. 

One milkman of our acquaintance saw a $1,000 check given to a supermarket 
opening in our area to help finance his dairy case. These practices hurt both 
the corner store and the independent milk dealer. 

In our humble estimation there is a definite link between big milk businesses 
and some politicians in our State. 

The Governor and the attorney general have certainly helped to make bad 
eonditions that have practically ruined the milk business and inevitably the 
New England farmer. Some of their political speeches concerning milk and news 
releases while the milk control commission was conducting dignified hearings 
indicate this. 

Last year when there was evidence to indicate that milk was coming into the 
market from Michigan in direct violation of law, Mr. McCormack sent two 
people to investigate it. Nothing was ever done about it. There are cases too 
numerous to mention besides. 

One of our firm recently attended a meeting at the attorney general’s office 
and came away with the impression that this high State official thought the 
Hood Co. could do no wrong when it was pointed out to him that there were 
law violations. 

The source of most of our trouble today is due to the fact that the large 
companies are anxious to expand their businesses. We understand the Hood 
Co., for example, hesitates for fear of government reprisal to acquire any 
businesses by purchase. So they cut prices ruthlessly, resort to all kinds of 
under-the-table methods to knock out others financially and take over the 
customers. 

They have been very successful in picking up a major part of the business in 
this way. 

In Springfield they squeezed Mallory out of business and control too large a 
part of the total volume there. 

This same tactic has been used in the last year in Athol, Gardner, Leominister, 
and Fitchburg. Hood who had very little business there and none a short time 
ago, suddenly found it necessary to cut the price drastically “to keep their 
customers.” And in the process of doing this they came up with 80 percent of 
the wholesale business in that populous market. 

If things continue along the same line as now, in the near future two or three 
companies will take over all the business in Boston in the same way. 

We know that if these conditions are allowed to continue and dealers are 
allowed to sell below cost to eliminate competition in violation of the law, we 
personally face the loss of our business. Not because we are reluctant to 
compete, but because our bankroll is not big enough. 

One of our routes, route 3, in Somerville in the heart of a cut-price area, has 
lost one-half of its volume since March 1958. We have worked very hard to hold 
it up, too. 

Route 4, in Burlington, is in about the same position. And we have taken 
off half—one leg—of another route. 

Overall we have lost 30 percent of our business retail. Previously we had a 
steady growth each year. And in many cases we are selling to the customers 
we have left at a reduced price to hold the business. 

And in a small family business with small reserves (most of the money that 
has come into the business from profits has gone into machinery and improve 
ments) we cannot continue long with dwindling returns. 
ment) we cannot continue long with dwindling returns. 

We have tried sincerely to bring a few facts to your attention concerning the 
plight of the small milk dealer in Massachusetts. 

Very truly yours, 
Eart Musgrave, Secretary. 
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JULY 31, 1959. 
THE COMMONWEALTH OF MASSACHUSETTS, 
County of Middleser: 


Sworn to and subscribed before me this 31st day of July 1959. 
Rosert H. Fow.er, Notary Public. 


MUSGRAVE’sS TOWER FARM, 
Billerica, Mass., February 9, 1960. 
To Whom It May Concern: 

We at Musgrave’s were happy keeping cows producing our own milk supply 
or part of it. Customers liked to buy from tus for that reason. 

Then came the time when we had to supplement our production with milk 
purchased from other local farmers. After we had done this for a short time, 
we discovered that under existing Federal Order No. 4, in area 17, we were 
forced to surplus 10 percent of our own production. Naturally this radically 
increased the cost of our milk and made it harder for us to compete costwise. 

The only alternative we could see was to sell our cows and buy from a large 
company or a cooperative. This we did although we hated to. 

We encountered another unfair feature of the Federal order. We bottled 
milk for a neighbor, a producer-dealer, who did not have a bottling plant for his 
small volume. He had a few cows and brought his milk to us in cans. We pas- 
teurized, bottled it, and returned it to him. A very simple operation. 

But the Federal order which we were forced to work under ordered us to 
buy this small volume of milk (probably 150 quarts daily) at the blended price 
(which forced him to surplus his milk) and then sell it back to him at the class I 
price. This difference between blend and the class I can amount to 2 to 5 cents 
a quart. This money was paid into the Boston pool. Our processing cost was on 
top of that. 

The farmer left our dairy and took his milk to another place Z miles up the 
roud which was not subject to the Boston order. This man still thinks we were 
cheating him. We were never able to explain to his satisfaction why, when he 
brought milk into our plant and took it out again in a few hours, he was 
charged 2, 3, 4 cents a quart for the pleasure of having it handled in a so-called 
Boston plant. 

These tactics which favor large companies and the cooperatives have forced 
many small farmers and dealers out of business. We understand that this same 
type of discrimination is going on now in the southeast Federal order. 

Sincerely, 


EARL MUSGRAVE. 


LAROSE DAIRY Co., 


South Hadicy Falls, Mass., February 6, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 


House of Representatives, Washington, D.C. 
(Attention of Hon. Tom Steed). 

GENTLEMEN: We wish to inform you of our situation in this market which has 
been steadily deteriorating due to unrealistic pricing in this marketing area. 
We only ask that we he afforded the same consideration in this market that has 
heen given to other sections. 

In 1955 our sales of milk products were $262,306; in 1956, $252,837; in 1957 we 
bought out a small retailer and our sales were S288,991: in 1958 sales were down 
to $263,974; and in 1959 down again to $262,728. Not only are sales decreasing, 
but the margin is shrinking. The combination of these two factors can lead 
only to ruin. 

Loss of sales and margins is attributed to product pricing that is not in line 
with costs and our inability to meet such costs and stay in business. 

Very truly yours, 
ALFRED R. LAROSE, President. 


Soutnu HaAptey, February 6, 1960. 
CoMMONWEALTH OF MASSACHUSETTS, 


Hampshire, 88: 


Then personally appeared the above named Alfred R. Larose and made oath 
to the truth of the foregoing statement by him subscribed, 
Before me: 


FRANK Hvr-ey, Notary Public. 
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STATEMENT OF J. PETER GRIFFIN 


My name is J. Peter Griffin. I am owner and operator of Jos. L. Griffin Dairy, 
which is located in the district of the city of Boston, Mass. This business was 
founded by my late father in 1913. Our operations briefly are the processing and 
distribution of milk and cream. Our daily average volume used to be about 
0,000 quarts. 

I have been told by my father and others that in the early years of 1930 the 
milk industry in Boston was in a chaotic condition because of price cutting. 
The situation at that time got so bad that milk dealers were unable to pay their 
farmers and both dealers and farmers faced bankruptcy. I understand that at 
that time the situation was remedied by the instituting of the Massachusetts 
Milk Control Board which established the price that the dealer must pay the 
farmer and also the minimum price that the dealer must charge the various cus- 
tomers. This was done to stop the “chiseling’” of prices and to prevent the in- 
dustry from being undermined again. At this time the Federal milk marketing 
order also became effective. Their functions paralleled those of the Massachu- 
setts Milk Control Board in the setting of the price that the dealer must pay the 
farmer. 

The net result of these laws brought harmony to the industry so that both 
farmer and dealer could operate and pay their bills. Many advantages accrued 
to the consumer also. Since the minimum prices to be charged were then set 
by the Massachusetts Milk Control Board, competition between dealers became 
intense as far as quality of product and service rendered. Boston became one 
of the highest quality milk markets in the country. 

Sometime between the years of 1940 to 1945 that part of the law which set 
minimum resale prices became ineffective. As a result, price cutting in the 
wholesale field became vigorous with larger and larger discounts and most small 
dealers lost their wholesale business. However, for all practical purposes, 
there was very little or no price cutting in the retail (house to house) field. We, 
as most smaller dealers) concentrated our efforts in the retail field and were 
able to get along and make a living. 

About September 1956 a new entity entered the Boston milk market in the 
form of gallons and half gallons of milk at low prices. This started driving 
the business off of the retail routes and into the stores and started price cut- 
ting on the retail routes where it never existed before. 

About February 1958 another new entity entered the market with still further 
depressed prices. Cutthroat pricing spread like a disease throughout the whole 
market. After a petition and hearing, the Massachusetts Milk Control Com- 
mission in November 1958 set minimum prices that the dealers could charge cus- 
tomers and the minimum prices milk could be sold for out of stores. These 
prices the commission said were based on the average cost of doing business 
in this market. The commission obtained these figures by demanding that all 
milk dealers answer the questionnaire sent out by them. 

The result of this price order in November 1958 gave us relief from a finan- 
cially chaotic conditions. On June 30, 1959, the attorney general of the Com- 
monwealth declared the minimum price order no longer existed. The milk 
control commission says the order does still exist. As a result on July 1, 1959, 
all hell broke out in pricing. We are now back on the road to financial ruin. 

The prevailing advertised price this month of July 1959 is 38 cents a half 
gallon and 73 cents per gallon out of the store. I believe the price of milk into 
the store is 35 cents per half gallon. I believe the following to be true: 


Cost of class I milk at city plant, per half gallon____._.____._____-___~--- $0. 28 
COME CF CORON his k tice ntegtiectibecte eaminbactintba alate emits . 045 
ClOME, CE, OCI a ac enicicdltccts aceasta pct cicada le tala itis aaa . O4 

"REAL, (OR, OO SI scene athidn nett ashen . 365 


Need I go any further in my arithmetic when I compare 35 cents, the selling 
price, with 3614 cents to know if a dealer is selling below cost? I have not 
even added in delivery expense or overhead. 

The only way that I can see that a dealer can carry on this practice of selling 
and avoid financial disaster is in how his raw product is purchased. He must 
either be circumventing the Federal order and buying real cheap milk or else he 
has an operation outside the Federal market, buys cheap milk ad makes a hand- 
some profit with which to subsidize the otherwise losing proposition inside the 
Federal market. 
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Fither of these conditions is impossible for me and most dealers in this market. 

Distribution of milk in the Boston market under present conditions will 
rapidly approach only one conclusion. I and others will pass out of the picture. 
All distribution of milk will be left in the hands of a very, very few dealers who 
will then control all distribution and all prices. 

A few months ago one local dealer who had been in business for 25 years, 
finding himself unable to sell his business to anyone, gave up the ghost and 
just closed his door. 

I understand that the attorney general of the Commonwealth on July 9, 1959, 
declared to the press that he would prosecute dealers selling below cost. To 
my knowledge he has not done this. 

I do know that the milk control commission in accordance with the law did 
prosecute some dealers for selling below cost. I saw with my own eyes in 
Suffolk superior court how the representative from the attorney general’s office 
vigorously protested against the milk control commission prosecuting these 
dealers. 

For many years our business has been a member of the Independent Milk 
Dealers Association. This year I am president of this association. All of our 
members are doubtful about their survival if this price war continues much 
longer. 

Dealers are constantly phoning me asking me what can be done for relief. 
Some say they can only last a few months. Some say they can only last a 
few weeks. One says that he is worse off than the rest of us because he has so 
much store business that he is forced to meet competition and lower his price to 
35 cents per half gallon. He say he is worse off than the rest of us because 
his store business will drag him down faster than if he had a predominately 
retail business. 

I ask myself honestly, Why do these people call me looking for an answer 
as to what relief they can get? How do they expect me to save them when 
I cannot even save myself from this monster that is consuming us all. 

J. PETER GRIFFIN. 
CouNTy OF SUFFOLK, Commonwealth of Massachusetts: 

This 28th day of July 1959, J. Peter Griffin, known to me, did personally appear 
before me and did solemnly swear that the foregoing statement signed by him is 
to the best of his knowledge and belief true and *orrect. 


, Mary C. Hinrz. 
My commission expires June 16, 1962. 


Affidavit of: J. Peter Griffin, president of Jos. L. Griffin Dairy and president of 
the Independent Milk Dealers Association Ine. 

To: The special subcommittee of the Select Committee on Small Business of the 
House of Representatives of the United $:tates. 

My name is J. Peter Griffin, I am owner an operator of the Jos. L. Griffin Dairy, 
which is located in the Jamaica Plain district of the city of Boston, Mass. This 
business, having been founded by my father, in 1913, is now in its 47th year. 
On my mother’s side, I am the fourth generation in the milk business. On my 
father’s side, Iam the second generation. 

I am also president of the Independent Milk Dealers Association, Inc., which 
is made up of most of the smaller milk dealers operating in the Greater Boston 
area. 

The Griffin Dairy has primarily been engaged in the processing and distribut- 
ing of milk for retail house delivery and for schools. Since 1956 we have lost 
over one-third of our retail volume due to the price wars. Most of this volume 
lost has gone into the stores. The low prices were first introduced into our area 
by means of the gallon jug. Soon afterward, half gallons, both in paper and 
glass appeared with low prices. Prior to the price war there was for a long 
time a differential of 2 cents per quart between store prices and home delivered 
prices. During the price war that differential widened to as much as 9 cents 
per quart in the multiple containers. 

We attempted to hold our volume by lowering some of our prices. This resulted 
in a serious loss of profit. We did this in hopes that the pricing problem would 
be corrected at a future date. 


SIRT 
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We would like to call your attention to our exhibit No. 1, which reflects the 
relative spreads between the class I price and the out-of-store price, before and 
during the price war. 

Using the November 21, 1958, bar for 4 basis it appears that all this store 
milk was and is being sold below cost, except in that period of time when there 
were minimum resale prices in existence. 

During the preiod of minimum resale prices we stopped losing volume. We 
tried unsuccessfully to win back that volume that we had lost. At that time 
we surmised that possibly the buying habits of the consumer were changing to 
a store distribution rather than the house to house when price was not a factor. 
We than seriously gave thought as to how to gett into the wholesale store busi- 
ness. We knew that in the past years this field had been fairly well controlled 
by the largest dealers in the market, who would give free advertisement, rebates, 
refrigeration, and all kinds of inducements to a store just to get and hold the 
account. Nevertheless, we felt that if a minimum pricing did hold out there would 
be room for us to get into this field. Having observed that the most popular 
package in which most of the store milk was sold was the half gallon paper 
carton, we invested in a filling machine that would handle this and other paper 
containers. Our half gallon carton was designed and the die was made up by 
the International Paper Co. That was as far as we pursued it, because shortly 
thereafter minimum resale prices came off and we were back in the turmoil 
of the price war. 

At this point we were thankful we hadn’t taken on any stores because we felt 
they definitely were a losing proposition under the existing price structure. 

But, there was still another field that we attempted to follow up, and this is a 
story all by itself. 

Some years ago my father had always been a substantial factor in supplying 
milk to the city of Boston public schools. In those years there were approxi- 
mately 12 milk dealers who would bid on certain sections of the city and gen- 
erally the city school business was divided among many dealers. Gradually 
the bidding became so low that only the four largest dealers in the city would 
bother to submit a bid. A few years ago the fourth dealer went out of business, 
narrowing the field to three. In addition, the city specified that they wanted 
all the milk supplied in paper cartons, rather than glass. This phase of it, 
knocked us, and most of the other small dealers, out of the field, because we were 
not equipped to package milk in paper cartons. As these three largest dealers 
then had the field to themselves, and as the price war continued in other fields, 
I noticed how the school bids went higher and higher each year to a price that, 
I thought was at least reasonable. Having now acquired a paper filling machine, 
I submitted my bid to the city and sucessfully won two sections of the city 
school business. I won out over the Hood Co. by 1 mill per half pint, or 
the equivalent of four-tenths of a cent per quart. I had this school contract 
for the calendar year 1959, and it helped out my volume problem considerably. 
I was the only dealer other than the big three that had won any part of this 
business in about 10 years. 

However, my success was short lived. The following year, 1960, the Hood 
Co. cut their price about 6 mills per half pint or 214 cents a quart under 
their own bid of the previous year. This of course cleaned me out, and it did 
a good job of cleaning Whiting out also. I do not honestly believe that anyone, 
regardless of their size of operation or efficiencies could in 1 year’s time effect 
savings of 214 cents a quart. This change in price submitted by the Hood Co. 
means only one thing to me. This was a warning to me and a notice to anyone 
else who might have similar ideas as mine, “Don’t trespass on my field.” I be- 
lieve that they had one price when they felt that there was little or no competi- 
tion, and after I upset the applecart they had another price to take care of me. 
Geographically, my processing plan and distributing point is better located in 
relation to the schools that interested me, than is the processing plant of any 
of the big three. I always felt this was something in my favor. 

So, gentlemen, you see that with my retail volume constantly dwindling, be- 
cause of low prices in the store, my three avenues of distribution are leading me 
up a dead end street. I will become inefficient in my operation because of lack 
of volume. All the other smaller dealers in my association are faced with the 
same problem. The end result of this will be that all the milk in the market will 
be left in the hands of a very few. 
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I am unable to cut prices in this market and subsidize my loss by profits I 
made in other markets, simply because I operate in one and only one market and 
I must make a profit on each unit I sell to stay in business in this market. 

I have always felt that if packages of milk in the store were correctly priced 
to reflect a reasonable profit to the dealer and to the store, and that if packages 
of milk on a retail truck were correctly priced to reflect a reasonable profit to the 
dealer, that the difference between the two would be so small that it would be 
hardly worth mentioning. 

And, while we are on this subject of distribution and pricing, what has all 
this meant to the consumer? To what degree have our people benefited by lower 
prices? Let us take a look at some of the statistics. 

Below we are showing the percentage of distribution on retail and wholesale 
levels for the years 1955 to 1959, in the Boston market. 


In percent 





1955 38. 75 
1956 15.5 
1957 - 5 ~ “ 2.2 47.75 
1958 vee ‘i - A). 1 10.9 
1959 — Rites i 5.8 54.2 


Source: } ichusetts M Control Commi ym. 


It certainly shows a tremendous shift away from the retail truek and into 
the stores. Now that all this milk was available to the people at much lower 
prices, how much more of it did they consume? Again, let us look at the statistics. 

Per capita consumption of milk 


[Pints per day] 


i ye Kae 85 oF nein aes _ a ae hee te ee 0 .86 
a i I tee i teat cia ed Lt ae ee ee 86 
1958 a salt Ete i se a Be te ee i cee 85 
Ns Es oes * ‘ iti i a a ale ec ee ee 83 


Source: Federal Milk Market Administrator for Boston. 


Actually then the consuming public when given the opportunity of buying 
milk at much lower prices, used less of it. 

I would say that the reason for this is really due to the shift away from the 
retail route and into the store as a method of distribution. I believe the con- 
sumer has been unable to maintain an adequate supply of milk in the home 
refrigerator when his source of supply is from the store. 

In addition to this, let us take a look at the consumers’ ability to pay for milk 
delivered to the door. 





| | Quarts 

Average which can 
price of be purchased 
retail milk | with 1 hour’s 

work 
Cents 

1940__ Fi ck eecibedeeeie howe Lcipchceabesdibbha atlcthidle wales ated 13.3 4.5 
1945__ acashsthtaeaewe 6 icin chennai aioli igedcteadia haha coed 16.0 5.7 
1950... pita eceeeaae ant pelad Geni adie aE Se Laguiatae er 21.3 6.5 
1955_._- ‘ ics elnapl ied cob leuqenieealpucsion a stig ate Seed Senate ene 24.1 7.1 
Rh dine in are mchbihae tak Mais wing ann sete Se sag GTE, cleat e OEE is Ss il 26. 0 7.4 


Source: Massachusetts Department of Labor and Industry. 


From this we find that although the cost of milk has gone up over the years 
that it has gone up much slower than average wages, and the purchasing power 
of the consumer is at an alltime high in relation to retail milk. 
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CRESCENT RipcGE Darry, IN¢., 
Sharon, Mass., July 25, 1959. 
Mr. GEORGE CASHMAN, 
Boston, Mass. 


Dear Str: I am taking this opportunity of writing this letter to express my 
ideas of the present conditions in the milk industry. My ideas are the same as 
the other members of this corporation. 

Trouble in this area started for us about a year and a half ago. Our continued 
growth since 1932, when this business was established, came to a halt. The 
reason for this of course was by cash-and-carry but, biggest of all, by other 
milk dealers, mostly large concerns, cutting their usual established prices to gain 
a new account regardless of amount of milk used. Our policy has and still is 
that all our customers get treated the same way. In February 1959 we started 
one-half gallon delivery and set what we felt was a fair price, but we still find 
that other dealers will cut prices to what I feel is far below their cost. Our 
business today stands at slightly below that of January 1958 at 2,200 quarts per 
day, consisting of strictly retail milk. This represents a year of concentrated 
soliciting, and feel we have done extremely well but wonder how long we can hold 
even this level if present conditions hold as they are now. Our drivers find that 
what once was a pleasurable job is a very trying one because of the unrest among 
customers as to why they can’t get milk for 40-42 cents as other concerns are 
offering. We feel no concern can try to compete with store milk and live. 

I feel that some of this could be helped out by a fair established retail price 
for all retail and wholesale deliveries. Another way would be to have less price 
changes in the year, which only tend to make people extra conscious of milk 
prices. In 1958 there were nine price changes and six so far in 1959. I feel 
that the same things being accomplished now could be done with two or pos- 
sibly three changes per year, one in the fall, one the first of the year, and one 
in the spring. 

Very truly yours, 
Rosert E. PArrisH, 
Vice President. 

Hand written: Then appeared Robert E. Parrish known to me and I acknowl- 

edged this to be his signature. 


R. L. SNEtL, Notary. 


AFFIDAVIT AND ESSAY ON THE MILK SITUATION AS IT RELATES TO MASSACHUSETTS 


SrouenutTon, Mass., July 29, 1959. 
Representative Brooks ROBERTSON, 
129 House Office Building, Washington, D.C. 


DeaR Sir: I have been a subdealer or intermediate dealer for 32 years 
buying the milk I deliver at retail and wholesale all bottled, ready for 
delivery, from the Producer’s Dairy Co., 735 Belmont St., Brockton, Mass. 
Therefore, I have no accurate figures to tell you what the cost of receiving, 
weighing, sampling, and testing milk, as well as computing amounts due 
and paying farmers, storing, refrigerating, clarifying, pasteurizing, homogen- 
izing, bottling, containers, materials and supplies, and depreciation and main- 
tenance of equipment and plant. 

I could write a hundred pages on the 4-year history of this ruinous price 
war but I realize that I must be fairly brief on the subject. A little history 
on the subject may serve a useful purpose. 

The first gallon and half-gallon milk seller in Massachusetts was Grant 
Ice Cream and Grocery Store situated in Northampton, Mass. Grant Ice Cream 
and Grocery Co. also bought several herds of cattle and leased several farms, 
all late in 1954. 

Competition soon became ruinous. Complaints to the milk control board 
were numerous and soon the Massachusetts Control Board had Grant in court 
for selling milk below cost (in 1955). The court found the Grant Ice Cream 
and Grocery Co. guilty of selling below cost and Foster Furcolo, Grant’s 
attorney, appealed the verdict to the superior court and because of a special 
statute in our laws, Grant was allowed to keep his license to sell milk. Two 
years passed by before the State superior court upheld the lower court's 
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decision but Judge Nagle said that the revocation of Grant’s license was 
for the year 1955 only. Another year went by before the State supreme 
court also decided in favor of the milk control board. Even after the three 
verdicts in favor of the milk control board or commission, no fine, no penalty 
has been imposed in the Grant case and Grant is still doing business as usual. 

Grant’s venture into the half-gallon and gallon jug milk selling and the 
3-year delay in court proceedings was directly responsible for many farmers 
and farmer-dealer mortality. Also, the ruination of 16 milk dealers in the 
Springfield area in the first 2 years of the milk war. 

Also, in Springfield, the Mallory Dairy, considered a large dealer, was on 
the verge of bankruptcy and sold out to H. P. Hood Co., largest milk dealer 
in New England. 

That is the path of ruination cut up by just one individual, namely: 
Grant’s Ice Cream Co. Grant has since liquidated his herds of cattle and 
purchases most of his milk from the New England Milk Producers Association. 
And a number of people, including Commissioner of Agriculture Charles 
McNamara, a townsman of mine, have told me that Grant Ice Cream Co. owes 
NAMPA over $80,000 for milk. 

The second and final brazen cut-price milk seller was the Hiciotis family 
from Woonsockett, R.I. (Cumberland Farms). 

Retail and wholesale price fixing has been in effect for many years in Rhode 
Island which hamstrung the Hiciotis family from selling milk at cut prices 
in Rhode Island so they began their store milk operation about 200 feet beyond 
the Rhode Island line in the town of Bellingham, Mass., in a thickly settled 
area of both Rhode Island and Massachusetts residences at ruinous cut price to 
attract people to buy their ice cream and groceries. About a year later, they 
opened stores near the Rhode Island line in Attleboro, Mass., later Taunton, 
Mass,. and in Brockton, Mass., about October 1957 and in the Boston area in May 
of 1958. As soon as the Hiciotis family opened stores in the above-mentioned 
cities, all stores, large and small, cut their prices to meet Cumberland Farm 
competition and practically every penny of the lower prices came out of the milk 
dealers pocket. 

From January to June 1958, Cumberland Farms bought 600,000 pounds of 
milk from Fall River Milk Producers Association. Cumberland Farm paid 
the association the class two price for the 600,000 pounds of milk and they 
sold the 600,000 pounds as class one in bottles. That determination was made 
by the Federal Milk Administrator and the almost broke Fall River Milk 
Producers Association is suing Cumberland Farms for $20,000. No doubt, you 
have been told that Cumberland Farms imported milk from New York and 
Constantine, Mich., cheese plant which was uninspected milk. 

In plain English, Cumberland Farms does not deserve a license to sell 
milk after these violations of the law. I am almost certain that the ruinous 
price cutting has caused other dealers to violate even the Federal farmer price 
because in self defense, in May of 1959, after a meeting of the Independent 
Milk Dealers Association, I heard a dealer say that he had dropped all his 
Massachusetts producers and gone out of State to buy his milk for less money 
and when I began to question him he would give me no further information. 

Daecy Brothers of Bellingham, Mass., another cut-price store milk seller, 
admitted on the witness stand at a milk control hearing that he purchased raw 
milk for less than the class one price and sold it as class one. 

The Diveo milk truck company, who sell over 90 percent of all retail milk 
trucks, have not sold a retail milk truck in Massachusetts for 114 years due to 
the milk war, but the Diveco truck manager told me that they are selling retail 
delivery trucks in Rhode Island, Maine, New Hampshire, and Vermont where 
there is price fixing at the retail and wholesale level. 

I have lost over 30 percent of my retail trade and my three Divco trucks are 
approaching the junk class. 

The lack of clarification in this price war lies at the door of the Massachu- 
setts Legislature because for 10 years the Massachusetts Milk Control Commis- 
sion has consistently added to its budget requirements an appropriation for a cost 
study of the milk business, and on every occasion were turned down by the 
legislature and had the appropriation been granted the required amount would 
have been assessed against the dealer at no cost to the State. 

Gov. Foster Furcolo (formerly attorney for the Grant Ice Cream Co.) is 
dead set against every member of the Massachusetts Milk Commission and 
in January 1957 and again in 1959, in his inaugural address, he stressed on 
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the words in our State law that product of any kind cannot be sold below cost 
and in the next breath he allows every cutthroat to sell below cost and does 
nothing about having the law enforced or having cost studies made so that 
violaters can be punished. 

In Massachusetts, the public consumes approximately 2 milllion quarts of 
milk per day and I can swear on a hundred thousand Bibles that a great deal 
of milk is being sold below cost and as much of it as is being sold below cost. 
The seller is defrauding the Federal and State Governments of that share of the 
profit that should accrue from the sale of that milk in the form of State and 
Federal taxes. 

Every dealer delivering milk at wholesale in greater Boston is operating at 
a loss. The store operator retails the half gallon on a 3-cent margin (same 
in Brockton, Mass.) grossing the store owner approximately 7%4 cents on the 
dollar or 614 percent below the 14 cents essential to break even on the dollar 
investment. Store owners often tell the dealers what they will pay for milk 
or take your milk out. Deerfoot Farms (Sealtest) United Farmers, Whiting 
Milk Co., and to a lesser degree H. P. Hood have in former years been price 
eutters and discounters on the wholesale level only—but on the retail level 
they behaved very well before the price war. 

The trend toward monopoly is very evident because the figures I have show 
that in 1940 there were 3,746 milk dealers in Massachusetts. In the fall of 1958 
there remained 1,049 milk dealers or a loss of 2,649 milk dealers or better than 
a two-thirds loss of milk dealers. I believe that I can show that ruinous cut 
prices have ruined and drove many small farmers, dealers out of business along 
with their herds of cattle all over these United States and here are facts as 
presented by the Dairy Record, a national biweekly publication out of St. Paul, 
Minn. The Dairy Record revealed in the January issue that there were 6,164,000 
less cows over 2 years of age than in 1958 in the United States of America than 
there were in 1940 also that there was a drop of 703 million pounds of milk 
nationally as compared to the 1957 production. The Dairy Record of July 18, 
1959, reveals that there has been a drop of 3 percent in milk production in the 
Northeast for June 1959 compared to June 1958 production. The same issue 
reveals that for the first 6 months of 1959 that nationally there has been a drop 
in milk production of 433 million pounds compared to the 1958 production for 
a total national loss in milk production from January 1958 to June 30, 1959, of 
703 million and 4383 million pounds totaling 1,136 million pounds. 

With a downward trend in production and an accelerated rate of births over 
deaths, a milk crisis is not too many years in the offing. 

And, finally, after milk dealers plants and equipment have depreciated down 
to nothing and money invested in customer accounts have vanished there will be 
left doing business just two dealers, namely; Sealtest, owned by National Dairy, 
a multimillion corporation, and H. P. Hood’s Co., who deliver milk in four price 
fixing States in New England, Maine, New Hampshire, Vermont, and Rhode 
Island and make enough money in the price fixing States to cover their Massa- 
chusetts losses. 

Respectfully yours, 
WILFRED CARON, 
Dealer in Producer’s Dairy Milk and Cream. 
WALTER ROGERS, 
Notary Public. 


BROOKSIDE TAtry, INC., 
Northampton, Mass., February 5, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 
House of Representatives, Washington, D.C. 
(Attention of Hon. Tom Steed). 


GENTLEMEN: We are writing this letter to you hoping that something can 
be done to help correct the prevailing conditions in this milk market. 

This concern has been in business for 50 years and up until now have been 
able to survive the ups and downs in the milk business, but with the prevailing 
conditions, we find it almost impossible to continue in business as the following 
facts will show. 

Whereas previous to 1953 our percent of net profit on gross sales averaged 
approximately 3 percent, in 1953, it was 0.011 percent, in 1954, 0.0165 percent, 
in 1955, 0.0015 percent. 
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We had a small loss in 1956 and 1958 and only a gain of $100 or less in 
the years 1957 and 1959, in spite of the fact that we have installed labor- 
saving machinery within the past few years and have cut expenses wherever 
possible. 

Being a small dealer and with the present narrow margin within which we 
have to operate in order to meet competition, it is impossible to get capital 
enough to replace wornout equipment of progress. 

Whatever you can do to help correct this situation will be greatly appreciated. 

Very truly yours, 
By R. J. McQUESTON. 


BLUE Rippon FARM, 
Bedford, Mass., July 29, 1959. 
Hon. WricgHt PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


DEAR Mr. PAtMAN: I have been the owner of a small milk concern for 
20 years—my family before me. In 1942 I had two retail milk routes, but 
as a result of World War II, I was forced to sell one route. After the war 
I worked 4 years without a day off, building my business up to 1,240 units. 
Since the start of the price war in this area 18 months ago my business has 
suffered a loss of 40 percent. If this continues, the small milk dealer will 
be forced out of business in a very short time. In these 20 years I have 
given my customers good quality and good service. I believe that door-to- 
door milk delivery is definitely essential to the public. 

We appreciate the Federal Government stepping in at this crucial point. 
We have done our best to straighten out this unfortunate situation, but it 
still looks very discouraging. It doesn’t seem possible to me, that a thing 
like this could happen in this great United States. Please, gentlemen, come 
to our rescue. 

Very truly yours, 
WILLIAM J. MARTINES. 


3LUEK Rippon Dairy, 
MARTINES Bros., INc., 
Bedford, Mass., July 29, 1959., 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

Dear Mr. PATMAN: There has been in existence for the past 18 months 
a price war in the milk industry, area 17, Commonwealth of Massachusetts, 
and if allowed to continue will eliminate all the small independent dealers 
in this area. I am one of these independent dealers operating since 1930. 
We operate 7 routes and employ 18 men. We also bottle for several 
small dealers. During the operation of our business we haul our own milk 
from local producers. 

During this period we have not been able to meet the cost to the producers 
or our cost of operation and during this time we have suffered a great 
financial loss and if this continues we will be forced out of business. If this 
is allowed to exist we will be forced to curtail our personnel, something 
we hope we won't have to do as it creates a burden on the community 
in general. 

We are presently engaged in a life and death struggle for survival in 
a market which is selling milk drastically below cost. The large dealers 
are responsible for this condition. 

Our State officials have done nothing to help us in this matter, which in 
itself is very serious. 

Your assistence is asked to asked to ease this matter for all concerned 
in the milk industry. 

Thanking you for your consideration in this matter. 

Very truly yours, 
JAMES MarrtInes, President. 


a 
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BISSELL’s Datry, 
Holyoke, Mass., February 8, 1960. 
SELECT COMMITTEE ON SMALL BUSINESS, 
House of Representatives, Washington, D.C. 
(Attention of Hon. Tom Steed). 

GENTLEMEN: In the year 1911, my father started in the dairy business by 
the purchase of a retail milk route. 

During the 49 years of being in the milk business, we have built up a 
healthy enterprise to the point of operating 15 trucks and employing 25 persons 
and having a pasteurizing plant that has kept pace with the latest in dairy 
equipment. 

During the past 5 years, competition in the milk business has been forcing 
us to sell milk at extremely low margins and I am attempting to show 
you the seriousness of this condition by listing below the percentages of prof- 
its we have been operating on. 

[In percent] 


Ge es ee ee SB eee 75.65 = | Me i ea ie aoe 21.44 
6 nh) oe tl eh ae +3. 08 | EIR VF ITE PAT 14,12 
es ek 2 hs de ae ee 5. 58 Wet sack 3b es hee +382 
1953 (gallon jug competition | QUO 2553 eee ee “199 

etieted end of 1900) 4 RSIS PRON cee ee eee (*) 
WU a kt ee eee ol 4 


1 Net profit. 


2 T.nec 


8 Not available as of this date. 


In the years of 1954 through 1955, our losses were due to meeting com- 
petitive prices In Oruer tu Luu our customers. We have instalieu the latest 
of equipment to be as efficient as possiv.e and have ventured into the ice 
cream bnsiness ond olco nreforming one-half gallon paper containers which has 
helped us out financially. 

aa eetver, wet save uve been able to reach a percentage of profit which we 
feel we should have to maintain a healthy business condition. 

We do not know or believe we can effect any further economies in our business 
and it would not take much of a marginal loss to have us operating entirely in 
the red. 

We sincerely hope that some steps will be taken by your committee to protect 
us from having to sell milk at such a narrow spread that we may be forced to 
give up a business that our family has worked so hard to build. 

Yours very truly, 
FRANK J. BISSELL, Jr. 

Before me February 8, 1960: 

GERALD CASTLEMAN, 
Notary Public. 
My commission expires March 26, 1960. 


ARLMONT-DEERFIELD Datry, 
Medford, Mass., July 29, 1959. 
Hon WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


DEAR Mr. PATMAN: There has been in existance for the past 18 months a 
price war in the milk industry, area 17, Commonwealth of Massachusetts, and 
if allowed to continue will eliminate all the small independent dealers in this 
area. I am one of these small dealers operating two routes and prior to this 
milk war was able to pay my current bills when due. I am unable to do so now 
as a result of the price war. 

My net profit on a half gallon of milk in glass containers prior to the current 
price war was 3 cents per quart. I am now operating on 1% cents net profit If 
this continues I will be forced out of business and deprived of anincome. I have 
had this small business for 14 years. My volume has decreased 40 percent due 
to cut prices by the major milk companies. 

If the larger companies are allowed to control the market and fix prices the 
small dealer and the public will suffer. 
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The State authorities have taken an indifferent attitude in this current price 
war and we have been unable to get any relief, and I, therefore, urge that Con- 
gress take appropriate action to correct this unfair practice. 

I would sincerely appreciate your consideration in this matter as I would like 
to stay in business and receive a reasonable profit which you will agree is the 
American way of life. 

Very truly yours, 
By - 


d 





GEORGE L. CHAPIN Darry, INC., 
Waltham, Mass. 


Dear Sir: I am Leslie M. Chapin, George L. Chapin Dairy, 247 Bacon Street, 
Waltham, Mass. I have been operating a small dairy business since the war 
ended in 1945. We have five retail routes at present, having progressed back- 
wards from six routes before the price war hit us around June of 1958. Actually, 
the cut price artists were at work about a year before that, but it was not a 
general thing, not involving all the stores in our area, as this one has. 

In our opinion, the large interests were still hurting from the first invasion, 
and when Cumberland Farms entered the picture it was decided to kill him, 
but we other people were able to get price controls invoked and the attempt 
failed. Our big problem has been the political aspect of the thing; many 
names in the paper, many shining knights defending the poor. (The most 
vociferous of these said shining, etc., is now defending his right to go on trips to 
Miami last year, studying Blue Cross operations there, at $90 per meal.) 
Please excuse my bitterness, but what the heck do I care, I’m folding up, 
anyway, and would just like to see something done about the whole stinking 
mess. 

If no sales below cost were made, the get-rich-quick boys could not build 
up sufficient volume fast enough to justify the investment. We have a milk 
control commission which has always been trying its utmost to maintain a 
stable industry. 

We have a Governor who succeeded in hamstringing this commission for 
several years, when as an attorney before taking office, he was able to dras- 
tically curtail their activities. I am unable to explain how this was done; 
too involved for me to understand. 

Any reasonably efficient milk dealer has an investment of 40 cents in a 
half gallon of milk. How can he put it in a store for 35? In the case of 
the large dealer, he can grin and bear it for several months, if necessary. 
The small guy is trying to get 8 cents a quart more at the doorstep, so Mrs. 
housewife drops him and goes to the store. Mr. Large Dealer tells his route- 
men to hold the business, don’t lose them. Forty-two cents is the average 
price the larger dealers are charging at the door. They are picking up busi- 
ness from those smalls who didn’t meet it, I know that. No one wins but 
the big boys, as the business goes to their routes or stores, and they will 
still be here when we've all left, so what happens to the price to good old 
Joe Consumer then? 

We’ve always been able to live with the lion before, but now that he is 
aroused, we get killed while he swats that fly. 

Watch it unfold. 

Sincerely, 


L. M. CHAPIN. 


To Special Subcommittee of the Select Committee of Small Business: 


My name is Leslie M. Chapin, formerly connected with the George L. 
Chapin Dairy, Inec., of Waltham, a small concern. We were established in 
1895 by my grandfather; my father took over after the First World War, 
and I took over after the second. The price war took over in 1958. In January 
of this year, I was very fortunate in finding someone who still had faith in 
the future of the dairy industry around Boston, so consequently sold the 
company. I did so for the following reasons: 

1. Our sales were dropping, regardless of our efforts, ever since the price 
war hit us. In our case, this was mainly felt in June 1958. Sales for 
1956 were $252,000, for 1957 were $254,000, but for 1958 they dropped to 
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$239,000, and in 1959 I’m not sure yet that we sold anything, other than to 
our relatives who don’t pay anyway. Naturally, I was mildly interested 
to know why I was having to put money into the business, when the generally 
accepted practice is to take some out, now and again. I found that since 
June of 1958, our customers have been slowly but steadily dwindling, be- 
cause our company couldn’t stand meeting the store prices. I went to see these 
people as they discontinued, and was assured that they would be most happy 
to return, at 36 cents per half gallon, delivered. At the time, June and July, 
I was trying to get 42 cents per half gallon, figuring that it was better to 
lose 4 cents than 10 cents, any day. 

The only ray of sunshine throughout the whole thing occurred in April 
58, 2 months before Cumberland hit us so badly. 

The wholesale prices had been depressed when Mr. Brox entered the picture 
in October of 1956. He had a giveaway show, too, and got fairly well estab- 
lished, and then the price eased up again. I had a wholesale stop in Wayland 
Center, Collins’ Market, a nice stop, good price. Sealtest was after them for 
months, and finally in April of 1958 Larry Collins told me that they offered 
him milk in paper for 6 cents less per quart, and would do something (?) 
about his dairy case. I thanked him for the 20 some years of past business, 
and we parted friends. Two months later Cumberland came in and Sealtest 
had to go down to 34 cents per half gallon, which provided me with great 
amusement. Incidentally, I haven’t seen anything amusing since. I could never 
do anything with wholesale, so can’t give any information that would be helpful. 
When I would try to get a store, I would find either a rebate situation, or 
cabinets owned by the dairy. In my obviously inefficient operation, it would 
take 19 years to pay for one of those cabinets out of the profit I'd make on 
the merchandise. Most of the small dealers gave up trying to get wholesale 
years ago. In this market you’ll find that the small dealers only have small 
stores that are a nuisance to the larger dealer. Please pay particular attention 
to the successful school bids that were acquired between the time Brox came in, 
and Cumberland descended upon us. That’s October 1956, to June 1958, when 
the big wholesale boys were battling. Just look at those prices, in paper, too. 

In my opinion, the price differential betweeu store and delivered price is too 
high, even now. We can’t get our delivered price any lower, and the stores 
are using milk as a loss leader, which is fairly easy to establish when you 
see their markup. If they had to charge the correct overhead, there would be 
a much smaller differential, and the consumers would be willing to pay a few 
cents for delivery, so you can’t blame the stores. 

2. The second reason I become a spectator was the onesided regulation in 
this industry. We have agencies enforcing the price we pay for the raw prod- 
uct, but nothing substantial protecting us from invasion from the opportunists 
with the cut price. A small dealer is hurt by being confined to one market. 
I always got along fine with the Federal boys, as I couldn’t bounce around 
much; had one price to pay, and one market area to sell it in. They liked 
doing the audit on small dairies, it was vacation with pay. They seemed 
to lose that worried look after being with us a few days. At the time Cumber- 
land came in, we were all interested in his operation, to put it somewhat 
mildly, and carefully followed his source of supply. I guess it was the State 
of Massachusetts who pulled him into court for obtaining his milk from unin- 
spected sources, which to me means way, way out. Did he pay class I, I 
wonder? We can’t compete with his labor cost, with a dairy route salesman 
getting $100 a week for 40 to 50 hours, and from all reports his store managers 
were getting about the same for 12 hours a day, and they are open7 days a week. 

3. Another reason; the sudden influx of ‘diary experts” from the State House 
and the press, with their championing of the poor, oppressed consumer, has 
resulter in a loss of confidence preciously enjoyed by us, which can be 
demonstrated by examination of overall milk sales in this market. They 
are down, I am told, even below the annual increase expected from the pop- 
ulation rise. Is this the benefit of cheap milk? Our customers feel that we 
have been cheating them all these years, and I can’t blame them. How can 
I answer a housewife who asks me to at least come close to meeting the diary 
store price? Shall I talk quality? Not 8 cents a quart worth of quality. 
Delivery? Not very convincing when she has either a car of her own, or a 
well-trained husband. Through the years I have made a practice of asking 
my customers what they think the company would make on a quart of milk. 
‘The answers I got averaged around 5 cents a quart, and I’ve probably asked 
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a couple of hundred people. My point, gentleman, is that thhe customer feels 
that we could have met this competition with no strain, and that those of us 
who didn’t, were greedy. I would still be in business if I could make a cent 
a quart. As it is, in my opinion, the return is just not worth the investment 
and worry. Those are my reasons as to why I no longer have capital invested 
in the retail diary business. Thank you. 


L. M. CHAPIN. 

FEBRUARY 16, 1960. 

Mr. Sreep. Is Mr. Fred S. Raymond present, please / 

Do you solemnly swear that the testimony you are about to give 
will be the truth, the whole truth, and nothing but the truth, so 
help you God ¢ 

Mr. Raymonp. I do. 

Mr. Steep. Mr. Raymond, if you will please identify yourself for 
the record. We are running behind schedule, Mr. Raymond, and 
on behalf of the committee I want to apoligize to you for having 
required you to wait so long. I trust you will bear with us. You 
may proceed in your own way. 


TESTIMONY OF FRED S. RAYMOND, MANAGER OF GOVERNMENT 
AND INDUSTRY RELATIONS, UNITED FARMERS OF NEW ENG- 
LAND, INC. 


Mr. Raymonp. My name is Fred S. Raymond. I live in West Pea- 
body, Mass. I am employed by the United Farmers of New England 
as manager of government and industry relations. I have held 
this title since June 1959. During the past 10 years I have handled 
the government and industry relations along with various other 

sales duties. I have been in the milk business for 26 years, first with 

New England Dairies since 1934, and in 1947 New Engl: ind Dairies 
merged with United Farmers of New England. During this time, 
I have enjoyed the responsibilities connected with bulk sales, whole- 
sale sales, economics, and government and industry relations. 

I Tnited Farmers is a cooperative wholly owned and operated by 
approximately 2,300 dairy farmers located in Maine, New Hampshire, 
New York, and Vermont. United Farmers operate nine milk receiv- 
ing stations and two manufacturing plants in this four-State area. 
Our city fluid-milk bottling operations are conducted in two plants, 
one located in Boston and the other in Framingham, Mass. Being a 
cooperative association, there are some 350 million’ pounds of milk 
produced annually by the United Farmers’ membership that must be 
marketed to the best possible advantage. To this end we have estab- 
lished facilities that are designed to handle the production and distri- 
bution functions in an economical manner. We aggressively try for 
a sales volume that will make maxium use of these facilities. We 
have long recognized that narrow margins are commonplace in the 
milk industry and that this condition is in the best interest of both 
our dairy-farmer owners and our customers. A cooperative associ- 
ation lives on its lack of expense. 

During the past 2 years, milk prices in the Greater Boston area 
have been substanti: illy reduced. Again as a cooperative association 
we felt that we had a particular responsibility to meet competition 
promptly. We have no control over the production of our 2,800 
dairy-farmer members and the milk simply must be marketed. ‘We 
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are convinced that if others had discovered a more economical form of 
milk distribution it was up to us to adapt ourselves to the changing 
conditions as otherwise the cooperative would cease to be of real value 
to its membership. Over this 2-year period, we have been able to 
make these changes to a point that we have not suffered financially. 

During a portion of this 2-year period, milk prices were fixed by 
law. In our opinion, this action, however well intended, had an 
adverse effect upon our dairy-farmer members. U nfavorable public- 
ity during that time appeared to be a major cause of a slackening 
demand for fluid milk in this area. Under our Federal milk laws, 
fluid milk sales is a major factor in determining the price that will be 
received by the dairy farmers for their milk. The dairy farmers in 
New England have contributed close to one-third of a million dollars 
per year to improve public relations and to increase the sales of milk. 
These activities have been carried on by the American Dairy Associ- 
ation and the New England Dairy & F ood Council. 

It is the 1 esponsibility of a dairy marketing cooperative to not only 
market the entire production of its membership, but to return to them 
u satisfactory payment for the milk. We have been able to discharge 
this responsibility over the past 2 years without interruption. Our 
membership has consistently received the official milk price as an- 
nounced by the Federal milk market administrator for this area and 
we have been able to achieve modest amounts over and above these 
payments. <A portion of this has been returned to our membership 
in the form of extra payments for milk, our 25th check. The balance 
has been reinvested in our business in the form of improved facilities 
that make it possible to hold down our costs of handling dairy 
products. 

The amount of milk produced by our members has increased con- 
siderably over the last 10 years. Using 1950 as a base or index of 
1, United Farmers’ production in relation to 1950 has been as follows : 
1951, 0.95; 1952, 0.97; 1953, 1.08; 1954, 1.14; 1955, 1.29; 1956, 1.47; 
1957, 1.53; 1958, 1.50; 1959, 1.59. Our estimates of production for 
1960, as mentioned before, will approach 350 million pounds, which 
is about 1814 percent of the 1.9 billion pounds reported by the Milk 
Market Administrator in his statistics as being the total receipts from 
producers under the Boston Federal Order No. 4. 

Most of United Farmers package good sales are in the marketing 
area. Total distribution in the marketing area has varied between 
94 percent and 99 percent. During the past 10 years, modest gains 
were shown in the percentage of the market between 1950 and 1955 
with only slight gains between 1955 and 1959. In 1956, four towns 
were added to the marketing area and in July 1951 the old Merri- 
mack Valley marketing area was added to the Boston marketing area 
and distribution in this area was small which would tend to distort 
the relationship somewhat. 

Again using the United Farmers 1950 annual average percentage 
of the market as a base or index of 1.0, our percentage of the market 
related to a 1950 base is as follows: 1951, 1.01; 1952, 1.04; 1953, 1.01: 
1954, 1.07; 1955, 1.19; 1956, 1.21; 1957, 1.24; 1958, 1.30; and 1959, 
1.19. The slight dip in 1953 was due to a 4-day srike by union 
company employees in April 1953. Increases in 1957 reflect the ad- 
dition of the Twin Maple Farm acquired in November 1956. 


43632——60—pt. 4 16 
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Mr. MacInryre. I would like to ask the witness a few questions, 
Mr. Chairman. 

You have given us the percentage of the total market that United 
Farmers have in the sale of your produced milk, and also the pro- 
portion of that that you do in your packaged goods in your state- 
ment here. Now, will you tell us what part of the total area 17 
market you have in the sale of your packaged goods in terms of 
percentage ¢ ay 

Mr. Raymonp. In terms of percentage, prior to the acquisition on 
January 1 of the Deerfoot Division of Sealtest, we were 10 percent 
of the market in 1959. 

Mr. MacIntyre. And after the acquisition of the Sealtest Division 
here ? 

Mr. Raymonp. It is approximately 13 percent. 

Mr. MacIntyre. Now, in the disposition of this 13 percent of the 
market, you have how many customers ? 

Mr. Raymonpb. On wholesale, about 850. 

Mr. MacIntyre. In area 17? 

Mr. Raymonp. Yes. Well, most of them are in area 17. And re- 
tail—I would have to give an educated guess on that. 

Mr. MacInryre. Let’s take the wholesale market. How many 
in the wholesale market? That is area 17. 

Mr. Raymonp. I said we have about 850 customers in our whole- 
sale division. 

Mr. MacIntyre. Buying at wholesale your packaged goods in area 
17? 

Mr. Raymonp. Most of them are in area 17. 

Mr. MacInryre. Isn’t it a fact that the major part of your total 
packaged goods in area 17 goes to a very few customers—chainstore 
accounts ? 

Mr. Raymonp. Well, we have a substantial amount which goes to 
chainstore accounts. But we have 43 wholesale routes, and on those 
routes there are some 850 wholesale customers. 

Mr. MacInryre. But by virtue of dollar volume, the major part 
of your packaged goods in area 17 goes to chainstore accounts. 

Mr. Raymonp. A substantial amount of our wholesale goes to 
chain accounts, yes. , 

Mr. MacInryre. And without getting down to specifications as 
to what your costs are as reported in June and in October 1958, to the 
milk control commission, we can nevertheless say that it exceeded 78 
cents a gallon, can’t we, Mr. Raymond, as you reported it ? 

Mr. Raymonp. Based on the October 1958 cost estimate, I would 
say no, that it was less than 78 cents per gallon. 

Mr. MacInryre. In the half-gallon packages? 

Mr. Raymonp. In the half-gallon packages it will be approximately 
78 cents per gallon—in the half-gallon packages. 

Mr. MacIntyre. I am talking about per gallon. 

Mr. Raymonp. But in the gallon package it would be less than that. 

Mr. MacIntyre. But approximately 78 or beyond for the half- 
gallon packages. 

Mr. Raymonp. It would be approximately 78 cents a gallon, in the 
half-gallon packages, yes. 
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Mr. MacIntyre. Now, that was arrived at by taking the milk 
marketing administrator’s order as a basis for wes was allowed to 
your produc ers. 

Mr. Raymonp. That was using the milk market administrator’s 
class 1 price. 

Mr. MacIntyre. And added to that the processing and delivery 
costs. 

Mr. RaymMonp. That is correct. 

Mr. MacIntyre. And other costs incident to processing and pack- 
aging and delivery. 

Mr. Raymonp. That is correct, sir. 

Mr. MacIntyre. Now, isn’t it a fact, Mr. Raymond, that during 
1959, two or three of the largest chainstore organizations in Boston 
purchased milk from you for less than 75 cents per gallon net in half- 
gallon packages in large quantities ? 

Mr. RayMonp. That would be when the milk market administrator's 
price was on a lower level than it is at the present time. At the pres- 
ent time it is $6.07 a hundredweight. In the summertime I believe 
it was down somewhere around $5.19 a hundredw eight. 

Mr. MacIntyre. Isn’t it a fact that these low prices going down 
to 70 cents or below were occasioned, not by milk market adminis- 
trator changes, but by virtue of advertising allowances that you 
made to the largest chainstore account ? 

Mr. Raymonp. I did not follow that completely. 

Mr. MacIntyre. Repeat the question. 

(The reporter read the question.) 

Mr. MacInryre. That is, some of them. 

Mr. Raymonp. The advertising allowance would contribute at any 
milk market administrator’s price to serve to reflect—for example, 
using the present pricing, so that we do not get confused at the 
6.07 basis, the 78-cent price into the store, that is currently the 
list, you would say would be reduced by the amount of the adver- 
tising allowance which was enjoyed by the chains. That is your 
question, I believe, isn’t it? 

Mr. MacIntyre. Well, now, let us take October 1958, the last 
date on which these cost figures were submitted by you to the Milk 
Control Commission, a period when your cost exceeded 78 cents. 
How do you account for prices running to 70 cents net po - 
discounts and allowances to your large chainstore accounts, i 
some instances ? 

Mr. Raymonp. I do not believe based on the October price that 
they would have been that low. 

Mr. MacIntyre. You are talking about net prices after advertis- 
ing allowances, kickbacks, and discounts? 

Mr. Raymonp. You are talking about October 1959 ? 

Mr. MacIntyre. 1958. 

Mr. Raymonp. The administrator’s price was lower then than it 
was in October 1959. 

Mr. MacIntyre. That was at a time when your last cost schedule 
was figured, October 1958. 

Mr. - RAYMOND. According to my records here, in October 1958, the 
list. price into the chain was 74 cents, so that any ¢ 
jugs. So that any application of the advertising at that time would 
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not have brought it down below 72 cents—would not have brought it 
down below 721/, I believe. 

Mr. MacIntyre. What about half gallons? 

Mr. Raymonp. On half gallons, ‘at that time the current price 
was 42 cents. 

Mr. MacInrryre. Well, I have before me a letter you wrote to one 
of the largest chainstore organizations— 

Mr. Raymonp. Wait a minute, I have not finished here. Forty-two 
cents was the price out of the store. So that the list price then would 
have been 39, plus any adjustments that there were at that time. 

Mr. Roosrvetr. What were the adjustments ? 

Mr. MacIntyre. Weren’t they advertising allowances ? 

Mr. Raymonp. Yes, they were. 

Mr. MacInryre. And when you figured those in, your net returns 
from these large chainstore accounts were below what you had told 
the Milk Control Commission your costs were, isn’t that a fact, 
Mr. Raymond, in some instances ¢ 

Mr. Raymonp. Using the milk market administrator’s class 1 price 
as a base for the milk. 

Mr. MacInrryre. Well, this fluid milk that these chainstores were 
selling was considered to be class I utilization, wasn’t it? 

Mr. Raymonp. That is correct. 

Mr. MacIntyre. So your answer to my question then is in the 
affirmative. 

Mr. Raymonp. Using that, it would have been below the cost as 
filed with the control board. 

Mr. Roosevetr. Would counsel yield for a minute? Are you try- 
ing to say then that the actual cost is not the same as the cost that 
you figured out on the basis of the price set by the marketing ad- 
ministrator ? 

Mr. Raymonp. What we do is receive the milk of our members, 
being a cooperative. Then we make a partial payment to them twice 
a month at the milk market administrator’s class 1 price. Then, 
at the end of the year, we pay an additional amount out to them, 
depending upon how well we have marketed their milk. We have 
maintained that. 

Mr. Roosevetr. If you have gotten less after discounts and adver- 
tising allowances and so forth, you must make it up some other place, 
is that correct ? 

Mr. Raymonp. Well, during the course of the year it balanced 
out so that we were able to pay an additional amount to the milk 
market administrator—above the milk market. administrator—to our 
members, and still have something left in the kitty to allocate to our 
membership. 

Mr. Roosrverr. Yes. Perhaps I am being very stupid, but when 
you show specifically, in answer to Mr. MacIntyre’s question, that 
what you actually received net was less than what you have indicated 
were your costs, somewhere you had to sell to somebody at a higher 
price to make up for those losses, isn’t that correct ? 

Mr. Raymonp. Somewhere during the course of the year it more 
than made up for that. 

Mr. Roosrvetr. Well, where? 
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Mr. Raymonp. For example, during November and December of 
that same calendar year, the prices were substantially increased by 
virtue of fixed pricing by the control] board. 

Mr. Roosevetr. By what control board ? 

Mr. Raymonp. The Massachusetts Milk Control Board. There 
were fixed prices established shortly after that date that were con- 
siderably higher than the prices at which we were selling in October 
1958. 

Mr. MacIntyre. At the same time, that is October 1958, you were 
making a profit on some of your sales to your small customers, were 
you not ? 

Mr. Raymonp. I think the cost of selling these smaller ones is much 
greater than it is by reason of the volume and distribution of the 
larger ones. 

Mr. MacIntyre. But it is a simple fact, Mr. Raymond, that you 
were not selling below cost to all your of your customers in October 
1958. 

Mr. Raymonp. We would not be selling—if the 39 cents was not 
below cost, then we were not selling all of our customers below 
cost, that is right. 

Mr. Macintyre. So a lot of the small retail grocers were paying 
you a profit on the milk you were selling them at that time. 

Mr. Raymonp. But it was costing us more to deliver to the smaller 
dealer, if you break it down on a volume basis. 

Mr. Roosrverr. But you were still m: iking a profit ? 

Mr. Raymonp. Based on the average of 39 cents. 

Mr. Roosrverr. Whereas with the large ones you were not making 
a profit. In other words—— 

Mr. Raymonp. That is without allocating the expense to the differ- 
ent type and size of accounts. 

Mr. Rooseverr. How do you make a profit without allocating 
expense / 

Mr. Raymonp. We are breaking it down now to talking about the 
cost of distribution to two sizes of deliveries, one of which would take 
a considerable amount in one drop versus another that requires much 
more attention and time to make deliveries. 

Mr. Roosevett. Let’s be very specific. You answered Mr. Mac- 
Intyre’s question by saying that you were actually selling below cost 
after all the discounts and advertising and everything was taken into 
it, to some of the bigger customers. And then in answer to his 
question as to whether or not you were selling below cost, everything 
a no matter how you figured it—you know what your cost 

, however you figure your time or whatever else might come into 
Sh acnlie answer to his other question was that to the smaller customers 
you were not selling below your cost. 

Mr. Raymonp. Well, without allocating expense to the different 
types of ones, that would be correct. But from studies which were 
made, for us to eliminate routes during that period, in order to save 
on expense, we had—we had a firm of public accountants come in 
and determine what could be done there, and what it cost, by taking 
time studies of different size and types of customers, so that in 
applying it that way, if you applied costs as that study would have 
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showed, it would appear then that you make a profit on one. The 
way you are looking at it it appears you made a profit on one and 
a loss on the other. But I think if you were adjusting the allocation 
of expense as a result of that study, that it would not reflect itself 
quite that same way. 

Mr. MacInryre. I have no further questions, Mr. Chairman. 

Mr. Roosrvetr. Mr. Chairman, could I just ask one question ? 

On page 2 I think you indicated that you returned a certain 
amount of money to your membership. Can you give us a rough 
idea what the average return to the 2,300 farmers was, without 
giving away any trade secrets ? 

Mr. Raymonp. Well, it is not a trade secret that we made the 
25th payment of 3 cents a hundredweight at the end of the year to 
all of our members. 

Mr. Sreep. And did that payment then bring the total the farmer 
got above the milk market order? 

Mr. Raymonp. Yes. We have filed with the committee our finan- 
cial statements that cover 1957, 1958, and 1959, and it shows on it 
the savings prior to making the additional payment, and then the 
amount of that additional payment, and the savings that were still 
left at the end of the fiscal period. And those are in your confi- 
dential files at the present time. 

Mr. Sreep. After the 25th payment, did your farmer-producers 
for the total year receive a price equal to or in excess of the milk 
market order? 

Mr. Raymonp. It was in excess of the milk market administrator’s 
class 1 price. 

Mr. Roosrvetr. At 3 cents a hundredweight ? 

Mr. Raymonp. Yes. 

Mr. Avery. Mr. Chairman—Mr. Raymond, what percentage of the 
total production of your members do you process? I note from 
your statement you do both—you sell some apparently wholesale 
fluid, and then you process some. Roughly. 

Mr. Raymonp. Well, over the course of the year we distribute 
somewhere approximately 30 percent of our production in pack- 
aged goods, and then we do carry a reservoir for supplying other 
milk dealers in the market that approaches 22 percent. The balance 
of it we level off the ups in production during the flush season by 
two manufacturing plants. So it is approxmately half of our volume 
either goes to other dealers or in packaged goods. 

Mr. Avery. Or in packaged goods? 

Mr. Raymonp. Yes. I gave you first packaged goods approached 
30 percent. 

Mr. Avery. That would be all products other than fluid milk itself. 
Is that how you define “package goods” ? 

Mr. Raymonp. No. “Packaged goods” would be the milk which we 
put in retail consumer packages. 

Mr. Avery. And you put 30 percent in retail packages? 

Mr. Raymonp. That is right. It is approximately that. 

Mr. Avery. And you hold in reserve 22 percent more ? 

Mr. Raymonp. No. We hold the reservoir of 72 percent more, or 
70, or whatever it is. If it is 30, it is 70 percent more. That is a 
reservoir on which the market may call for bulk milk as they need it. 
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We have shipped approximately 21 or 22 percent of that reservoir to 
help the other dealers who are in need of milk. So that brings us up 
somewhere around 50 percent of our_production. Then the “balance 
of it is used in manufacturing at our manufacturing plants. 

Mr. Avery. Thank you; that is all. 

Mr. Roosevert. Mr. Chairman, could I ask one more question ? 

Mr. Raymond, on the accounting system you have devised, would 
you make the statement to the committee, or would you answer to the 
committee whether or not at any time you were selling below cost to 
any of your bigger customers, costs including advertising allowances 
or anything else that is a real cost ? 

Mr. Raymonp. It is quite possible that there are times when the 
price was depressed so low to meet competition that very likely that 
might have appeared to have been so for a short period of time. By 
using the : administrator’s class 1 price as a basis. 

Mr. Roosrverr. Has there been any time that you know of where 
your prices were below the competitive price in that particular area? 

Mr. Raymonp. I do not beheve so. We only cut to meet com- 
petition. 

Mr. Roosrvetr. Including all advertising costs and other allow- 
ances, special allowances ? 

Mr. Raymonp. I do not believe that any time we were below com- 
petition in any area. 

Mr. Roosevetr. That is all, Mr. Chairman. 

Mr. Srrep. Mr. Raymond, you testified that you had a number of 
routes serving wholesale customers and that in some instances you 
granted some customers advertising allowances and some reference 
was made to other discounts. What other discounts are there besides 
the advertising allowances? 

Mr. Raymonn. There are some volume discounts on quarts of milk 
being at the present time based upon the quantities that are purchased 
by an account. 

Mr. Srerep. Do those concessions apply to all your customers? 

Mr. Raymonp. They apply relatively. That is, they would vary 
with the quantities which are delivered to the customer. 

Mr. Streep. If you had one customer with 10,000 pounds of business, 
you would give another customer with 10,000 pounds of business the 
same ¢ 

Mr. Raymonp. We try to maintain that policy. 

Mr. Streep. Do you have any wholesale customers that you give no 
discounts to? tf 

Mr. Raymonp. Yes; we do. 

Mr. Steep. What are the circumstances of that? 

Mr. Raymonp. In a study it was found that a customer who is buy- 
ing less than $10 daily delivery could not be served even at list price. 
The auditor's figure showed that: it costs some 96 cents per delivery 
above the list price on that type of account. So an account that is 
down and under that quantity, we would serve at list price and not 
give them a discount. 

Wa Srrep. Do you provide any of your customers with equipment 

‘anything of that sort ? 
"Me = AYMOND. There is some of that done to a Jimited extent. 
Mr. Sreep. Do you solicit new customers served by someone else ? 
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Mr. Raymonp. Oh, we always do. 

Mr. Sreep. Do you offer any incentives to any new customer that 
you have not previously granted to someone else? 

Mr. Raymonp. No. 

Mr. Sreep. Mr. Raymond, on behalf of the committee I want to 
express our a to you, sir, for appearing here today. 

Mr. Sreep. Is Mr. Ned Brox here ? 

Mr. Brox, do you ‘solemnly swear the testimony you are about to 
give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Brox. I do. 

Mr. Sreep. Mr. Brox, would you identify yourself for the record 
and then you may proceed in your own way. 


TESTIMONY OF N. JAMES BROX, BROX DAIRY, METHUEN, MASS. 


Mr. Brox. My name is N. James Brox, I reside at 149 Beach 
Street, Lowell, Mass. I am the treasurer and general manager of 
Brox’s Dairies, Inc. 

Mr. MacInryre. Do you have any notes from which you can 
make a statement, Mr. Brox, concerning the problems of disiri- 
bution of dairy products in Boston ? 

Mr. Brox. I have no prepared statement. I have a few notes 
that I would like to refer to. 

But first, to clarify the record, this is a quote from Father McQuen 
in regards to what was said by Mr. Gamble yesterday. When 
Mr. Gamble said that there were three auditors that went to Rhode 
Island and they found nothing wrong with the books—Father McQuen 
said, as he talked with these reputable accountants, in their opinion 
it would take about 3 weeks time to get a true picture, and he 
did not think the auditors really gave a true picture of what had 
happened in their examination in 1 day. 

Mr. MacIntyre. That, then, is to the effect that it did not appear 
that there had been an adequate audit made of the accounts at 
that place? 

Mr. Brox. That is correct, sir. 

Mr. MacIntyre. Now, will you proceed to tell the committee about 
your experience in the distribution of milk ? 

Mr. Brox. Yes. We are more or less of a family corporation. We 
are not a big outfit. We can go back to 1951. We were in a bad 
position because paper was coming into the market and we could not 
afford paper. We did not think it was the coming thing. So instead 
of investing into this expensive machinery and paper, we went to half 
gallons of glass. We figured this thing out from a lot of angles. The 
half gallons of glass, which at that ‘particular time was strictly a 
wholesale thing—w e were the only ones in the market. When we hit 
the market, it was really a shock to our competitors. But we main- 
tained a certain price that we told the storekeeper that they could sell 
it for. If a storekeeper diverted from that price, we did not care to 
sell him anything. 1 mean there were no discounts. There was one 
price. 

We figured that a storekeeper should be willing to sell milk at about 
a 5-cent. profit on a half gallon, which we thought at that time was 
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sufficient. We had no competition from half gallon glass. And we 
enjoyed a few good years. 

Of course, we would have storekeepers that would threaten us, they 
wanted discounts, but there wasn’t any discount. Everybody paid 
the same and if they didn’t like it, that was it. 

Then as the years went by and our competition was able to get 
equipment that would fill and wash half gallons, we were running into 
obstacles. We would have our competition coming in and offering 
discounts that ranged anywhere from 5 to 10 percent. but we still 
stuck to our guns about discounts, because we did not believe that there 
should be discrimination in who bought it or how they bought it. 

At that time, after a few years, when our competition was coming 
into the market with the same type of package, we went to retain 
and we established one price with no discount in mind. We did not 
care whether they bought 1 half gallon or whether they bought 50, 
the price was the same. 

Then along in the early part of 1956, a producer farmer which was 
located about 5 or 6 miles from our plant started to distribute 
gallons of milk. We noticed that he was getting into our stores with 
| or 2 gallons, and he was gradually getting in there. So we decided 
that it was another package that we would have to add to our line. 
By adding that line, we did not advertise the price of a gallon, but 
we just met the competition, what he was selling it for. At no time 
did we advertise the price of the gallon. 

We just continued that way. 

Then, of course, our gallon business continued to grow. When we 
came into the Boston market, we gave it a lot of thought. We knew 
that if we did not take it, or there wasn’t anybody with enough guts to 
stand up to the Hood Co. and take the account, the next time we 
wanted it it was going to be too late. So we talked with this account 
and they were very fair. They asked us how much time we wanted, 
what stores we were taking care of. And they had paid us from the 
beginning to the present date the price that has been established to 
everybody else. And the little corner store pays just as much as the 
giant pays. And we felt that in no way were we incriminating our- 
selves or giving the giant any advantage, because there was no 
advantage. They paid us the same all the way down the line, and 
our records prove so. 

Then coming back into the competition, well, this is only a repeti- 
tion of what was said before. Mr. Griffin, I think stated about the 
school business. Now, in one of the local cities there had been no 
bidding, although they were getting a Government subsidy—there 
was no bidding. By checking with the city auditor, we found that 
this particular company was charging an exorbitant price for milk 
for schools in paper cartons. I approached the mayor. I got no- 
where by talking to the purchasing agent. I approached the mayor 
of the city and I asked him why wasn’t anybody else eligible to bid 
on this business. Well he said he didn’t think there was any reason 
why they should not bid, because he did not think they were interested. 
I said that I would like to bid. It was a surprise to our competitor 
when the bids were open, we were the low bid, and we recieved this 
business. The following year, the thing happened in reverse. Our 
competitor—there were four bids at “the time. There was the 
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goliath, as it was called yesterday, and then the next two giants 
that came into the picture—although their milk was packaged in 
Boston, their prices were real high. I don’t know whether it was 
an intent or not. But nevertheless, when the bids were opened we 
found that the price for paper was less than glass, and 
the purchasing agent asked the representative if this was an error. 
He says, “Well, it could be an error, but we will stand by it.” And 
they have the contract as of today. 

Of course, in their position they have to transport milk a distance of 
30 miles to bring it into Boston, and 30 miles to bring it back into 
a substation, and then rehandle it and rehandle it, and. then still we 
could not compete with the price that they had bid on half pints of 
milk. 

They are not buying milk for any less money than we are. Their 
price is the same as oo I mean distance is taken care of by trans- 
portation. But class 1, which is controlled by the Federal milk 
market, the price iuishaiaer, 

But you cannot compete against that. 

They have gone into these markets. We haven't even got a chance 
in an independent store. We forfeited many customers, “because our 
policy is that we do not operate under the table. It is all ‘above board, 
and there are no discounts. You walk in and you talk to an account. 
The fellow says, “Well, what do I get?” “This is the price.” Well, 
he says—and I have seen these discounts of 714 percent. I have 
seen checks that were rebated back for substantial amounts. And of 
course naturally—then they have gone further than that. They have 
used methods where they have threatened the storekeeper if he didn’t 
buy their milk, they would take the ice cream cabinet out of there. 
And of course the ice cream dealers are limited. Of course that 
particular storekeeper does not want to be without ice cream. So 
he continues along. 

And then of course a further inducement—if Brox is pushed 
out, there is an extra discount for him. We have forfeited that 
business to them gradually. But still we have kept our volume 
up, because on ret tail at one time they had a pretty good system. 
But the system has backfired. Where they have used half dozen 
prices on one street, that system doesn’t work. We only work with 
one price and that is it. Of course a lot of times they thought 
it was very unethical to say, “Mrs. Jones buys her milk up the 
street and she only pays 50 cents. Here you are paying 58 cents.” 
And of course these new communities that are springing up, it is 
something that everybody knows everybody else’s business on the 
same street and natur ally this word gets around, and of course 
whatever customers they have had on the street, they have lost it. 

In many localities we have taken streets and taken 90 percent of the 
volume on that street, even though there have been transfers from 
one area to another. 

I am not speaking with malice against the Hood Co. I have 
sold them products in the past and I have bought from them very 
recently. But still, I never liked the tactics that they used. They 
have gone into the country and shifted country stations to make 
it very disagreeable. And of course, before the southeast order 








backfired. Of course all these things you know eventually backfire 
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and somebody gets hurt. Of course they attempt to hurt somebody 
else, but they get hurt. So they shift these country stations and 
what happens? Somebody else shifted more into the southeast area, 
and the farmers didn’t get that extra mony that they were getting. 

By the way, we were the originators of this 10-cents-a- hundred 
over the class I price to any producer that went to bulk tanks. We 
were the originators of bulk tanks. We even wrote laws on them. 
And the State of Massachusetts will verify this. They asked us to 
help them write these laws of how bulk tanks will help a farmer. 
And, of course, this is all progress. We are for progress all the way. 

Of course we fought the farmers’ battle, and we know what a 
farmer is, because we were originally farmers and we produced milk. 
And the reason why we are in ‘the milk business today is because my 
dad went to the Hood Co. to sell them milk and he says, “We will be 
glad to buy your milk, but we will only pay you for butterfat content.” 
That was in 1920. And we were not very progressive during the 
years. We were just satisfied in selling our own product. 

Mr. MacIntyre. What is your price today into the store on gallons? 

Mr Brox. Our price into the store in area 17 is 78 cents, I believe. 

Mr. MacIntyre. But you extend that price to all of your customers 
into the store ? 

Mr. Brox. In area 17, that is right. And there are no discounts. 
That is a firm price. They are billed at that price and we get paid 
at that price. 

Mr. MacIntyre. No discrimination between the large and the small 
customer ? 

Mr. Brox. No. sir. 

Mr. MacIntyre. What percent of the total market do you have here 
in area 17,in terms of percentage, Mr Brox? 

Mr. Brox. Mr. MacIntyre, I cannot answer that question. I have 
not figured it out. I donot know. 

Mr. Steep. Would it bea very small part ? 

Mr. Brox. It is a very small part. 

Mr. MacInryre. Is it down to around 2 percent ? 

Mr. Brox. Maybe less than that. Of course, another thing—we 
cannot sell cottage cheese and other packages. We have no induce- 
ment. But when you see these things that are happening, how can 
you meet this kind of competition? 

I am not the guy that will come up here and cry in front of an 
audience and look for sy mpathy. I do not think the State control 
board could help us. That is not the answer. We have got to fight 
our battles all the way along the line. But our answer is if the 
goliath is made to abide by the above cost, we are willing to meet 
him. We will meet him all the way down the line. We are not 
afraid to meet him. But if he uses other methods—I mean we 
operate from one plant, they operate from a dozen plants. They 
go to these beach areas and get 32 cents for a quart of milk. Those 
areas are subsidizing these areas that are in distress. 

Mr. MacIntyre. When you say “they” are talking about the Hood 
Co. ? 

Mr. Brox. I am talking about the goliath of the industry. The 
Hood Co., United Farmers, Whiting Co. Iam not drawing the line 
on the Hood Co. They are offenders, but the others are just as 
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bad. There are men here who have had as much guts to tell you 
so, but Iam going to let the chips fall where they may. 

This is far more serious. They go down and start crying. They 
come in here crying they want the solution of the milk control board. 
That is not the answer. But if the powers were to en these 
giants went out selling milk or products below cost, I do not think 
the individual with streamlining its operation, he can meet them all 
the way down the line, and he can make them get on their knees. But 
it is one of those things that it is hard to explain, If a person hasn’t 
got the iniative, he hasn’t got the financial resources to back him up. 
But there are answers. Sometimes when somebody hits you, you just 
do not say, “Well, I am not going to take a poke at him.” You just 
wait for an opportunity. Maybe it is unethical, but you are going 
to take it. 

Mr. MacInryre. Your solution would be to stop sales below cost 
and stop the discriminatory pricing of having sales to one account 
subsidize sales to another. 

Mr. Brox. That is correct. We have even fought this in the coun 
try. Well, the biggest goliath of the industry, Sealtest, they went in 
the country and were hauling milk from the producer to their plant 
for competion purposes for 1 cent a hundred. You know you cannot 
transport milk 25 miles for 1 cent a hundred. This was their only 
defense that they could use. And they operated a plant in Middle- 
bury, Vt., at a tremendous loss. I mean you know that 1 cent a hun- 
dred is a ridiculous price to transport milk 20 miles. 

Mr. Roosevetr. Mr. Brox, could I ask you a question at that point. 
I think this is the gist of the workability of a law prohibiting below 
cost sales. Mr. R: rymond, when he was up here a few minutes ago, 
was testifying about allocating this and that. In your opinion, as a 
practical man, could an administrator of a below-cost selling law set 
down rules and regulations to find out exactly what the cost was, with- 
out any problem? Isthata practical thing? 

Mr. Brox. He certainly can. He has the power to get these records. 
I mean [ cannot find out what costs of a competitor are, because I 
have no jurisdiction over their records. But he could. And if that 
person was guilty, he should be made to suffer for it. Why should 
everybody, these little fellows, which has been a traditional thing, 
three or four generations, have to get out of business? Of course, 
sometimes that has been distorted, too. 

You know, I have heard—I keep jumping from one thing to 
another, but these thoughts come to my mind. Well, I heard one man 
say how about the Massachusetts producer, that this fellow would not 
buy his milk or this fellow. That is not so. Let’s be realistic about 
it. These areas here outside of Boston, 20 years ago maybe they were 
worth $50 an acre. Today they are worth $3 000 and $4,000 a lot— 
in Lincoln, Concord, Lexington: Why should a farmer produce milk 
when he can get $3,000 or $4,000 for a house lot? You don’t have to 
put in—a man was in here and said he worked 70, 80 hours. Why 
should he produce ‘milk when he can sell this land for $8,000 to 
$10,000 an acre? This just doesn’t add up. And of course this area 
is continuously growing; there is less milk in Massachusetts. I wonld 
buy milk from “Massachusetts tomorrow. But where am I going to 
buy it? The small dealer that has one route is fighting for that source 
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of supply, and I am fighting for it. What is the end? I am not 
coing to get my source of supply, because it is not there. ' 

When they start telling you the Massachusetts farmer—there is 
no advantage in buying milk upcountry or down here, the transporta- 
tion eats up the difference. The class I is class I and class I is class II, 
and that is all there is to it. 

Mr. Roosrvetr. In other words, your answer would be that you 
believe that a well-enforced below-cost selling law would be all that 
would actually be needed. And you think it is a practical thing for 
an administrator to be able to ascertain fairly and honestly what 
those costs are. 

Mr. Brox. That is right. And we do not need any control board, 
or the controlling of resale prices. And I have fought it for years— 
which is an unethical thing to have, because it has stopped competition. 

Sut when you turn around and put somebody in the position that can 
prosecute, when the prosecution deserves it, then you have got the 
answer. This solution of resale price is not ‘the answer. 

Mr. Steep. Mr. Brox, you have made reference to a situation where 
school milk was being purchased without competitive bids. Do you 
know of any other school situation where milk is being purchased with- 
out competitive bids? 

Mr. Brox. Yes. I know cities within 30 miles of here that are 
getting a subsidy and they certainly will not call for bids. And I 
think—there are many reasons. 

Mr. Streep. Are you informed as to the price they are paying in 
those nonbid situations ? 

Mr. Brox. Yes. I know what they are paying, because I have 
checked it with the city auditor. 

Mr. Streep. What are the prices under those circumstances as com- 
pared to prices generally / 

Mr Brox. Well, on a bid price, I think the city would benefit up 
to about a cent a half pine. And these that I speak of, maybe the 
Hood Co. doesn’t serve them at all. But still, they are not under bid. 

Mr. Sreep. Are you talking about school milk that is given to the 
child under the milk program ? 

Mr. Brox. That is right, under the school program, where a child 
comes in and pays 3 or 4 cents per bottle. My little girl came home 
to me Friday and she said, “Beginning Monday morning the milk- 
man has r aised the price of milk. We have got to pay 4 cents now 
instead of 3.” It didn’t make any difference. But nevertheless, 
this sattinaler and this isn’t the Hood Co. either—had held 
this account for a good many years. And when the school board 
was approached on this matter, of course they had called for bids 
and the bids were open. I wasn’t the low bidder, but from the time 
the school committee meeting had happened to the time I arrived 
home, which was about 20 minutes, I had two telephone calls and 
they wanted to know what it was worth to me. I did not answer 
the call, but I was called later. My wife revealed the message. I 

said it wasn’t worth a damn cent, and I didn’t care whether I got 
itornot. It wasn’t worth anything. 

Mr. Roosrverr. And you didn’t get it. 

Mr. Brox. And I didn’t get it. 
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Mr. Sreep. Are you saying that in this area school children are 


having to pay tribute in a situation of this sort to get the milk they 
need for their school lunches ? 

Mr. Brox. That is right. 

Mr. Sreep. Can you make an estimate as to how widespread that 
sort of thing is? 

Mr. Brox. Well, if you care, I will mention the city—that is be- 
tween Lowell and Lawrence. Now, the city of Lowell has not got 
one single bid. ‘The city of Lawrence has one bid. The high school 
is the only bid that is called for, and that was a forced bid that 
happened in the last couple of years. 

Mr. Sreep. What are their prices compared with those where bids 
are taken ? 

Mr. Brox. Close to a cent a half pint more. 

Mr. Streep. That would be 8 cents a gallon more. 

Mr. Brox. That is right. 

Mr. Sreep. Those school children are forced to pay. 

Mr. Brox. That is correct, because they are not asked for bids. Of 
course, I have not got the power to compel them. But I have ap- 
proached the State agencies. But they were going to look into it, 
but that is as far as it got. 

Mr. Sreep. Do the parents of the children throughout this area 
realize the situation ? 

Mr. Brox. Some do, yes. In many areas they do not give it to 
the lowest bidder. They ask ridiculous bids. They will ask for bids 
and then—I have seen it happen where they ask for bids, and the 
lowest man did not get it. Just as soon as the bids were open, the 
chairman of the school committee got up and said, “I make a motion 
that we award this contract to so and so.” And it was seconded. 
Then it was open for discussion. And I ended up for a half hour 
arguing, but I knew it was a dead horse. But they opened it up for 
discussion after they made the award. 

Mr. Streep. Do you say there have been instances where the bidder 
not low got the contract ? 


Mr. Brox. That is right. And the difference was better than 
$2,500 for that particular account. 


Mr. Streep. Do you have parent-teachers’ associations in this part of 
the United States? 

Mr. Brox. Yes. But you know how many of them will approach 
a school committee meeting. Many times to get up to a school com- 
mittee meeting, you have got to give them a 48-hour notice before 
you can talk. 


Mr. Sreep. Are you trying to tell us there are school boards that 
do more than just execute their responsibilities ¢ 

Mr. Brox. Very true. 

Mr. Streep. There is some payola in that field ? 

Mr. Brox. Well, if I bought a car from this particular dealer on 
the school committee, I might have a chance. 

Mr. Streep. Mr. MacIntyre, do you have any questions? 

Mr. MacIntyre. No, sir. 

Mr. Sreep. Mr. Brox, you have been a most interesting witness. 
On behalf of the committee I want to express our appreciation to 
you, sir. We appreciate your frankness and forthrightness. 
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Mr. Brox. I will tell you. I have been called the villain of the 
industry. When Cumberland came into this area, he took a little 
of the color away. . 

(A supplemental statement of Mr. Brox is as follows:) 


In November 1957 the Hood Co. offered milk at 4 cents per half gallon paper 
with the thought in mind that by doing so it would kill the sale of milk in 
gallons. 

On retail one-half gallons we had and still have one set price which varies 
with market. Hood would meet price only where competition required it and 
in many cases he went below our price temporarily to get us out, and then 
when there was no competition he would change to higher prices. In many 
cases we found he had several different prices on one street. 

Since your committee has been investigating him he does not drop prices 
but uses slander instead. Often tries to convince people that everybody else’s 
product is inferior; that other dealers, naming Brox, that they use class II 
milk which is of very poor quality. You definitely know it is not true. 

The Hood Co. has taken small to large stores from us with discounts 
ranging from 5 to 10 percent. Also they have used pressure by telling the 
storekeeper if he did not buy Hood’s milk they would take out his ice cream 
eabinets. Also they tell storekeeper that if other dealer is pushed out he 
would get extra discount. 

We have bought cheese from Hood Co. and we are charged 16% cents per 
pound in bulk. But they offer one-half pound package to large markets to 
retail at 17 cents for first package and for 1 cent more the customer can buy 
2 packages, or 1 pound for 18 cents. When we buy for 16% cents per pound 
in bulk, plus packaging, our cost is more than 25 cents per pound. We cannot 
meet their competition, so this is why we cannot sell any cottage cheese. 

In February of 1959 the Hood Co. bid on one-half pints paper less than one- 
half pint of milk in glass. It is a known fact that milk cannot be put up in 
paper for the same as glass. Before there was any competition, they were 
charging more than any other dealer in that area. 

We are an independent company. We are not connected in any way with 
any dealer organizations or affiliated with any other group of dealers. 


Mr. Streep. Is Mr. Allan White here, please ? 

Mr. White, do you solemnly swear the testimony you are about to 
give is the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Wurrr. I do. 

Mr. Strep. Mr. White, will you identify yourself for the record and 
also the name of your associate, and then you may proceed. 


TESTIMONY OF ALLAN R. WHITE, TREASURER AND GENERAL 
MANAGER, WHITE BROS. MILK CO., NORTH QUINCY, MASS.; AC- 
COMPANIED BY EDMUND BURKE, ATTORNEY 


Mr. Wuirr. My name is Allan R. White. I reside in Cohasset, 
Mass. I am treasurer and general manager of White Bros. Milk Co., 
located at 50 French Street, North Quincy, Mass. 

The gentleman next to me is Mr. Edmund Burke, counsel in this 
particular instance. 

Mr. Chairman, I have no prepared statement to submit. I have a 
schedule containing some information, as your committee has re- 
quested. It is indexed. I should like to read off the indexes, if it is 
permissible, of what is contained in this and submit it to you. 

Mr. Sreep. All right. 

Mr. Wuire. I am sorry I do not have sufficient copies for the whole 
committee, but afterward I can submit the extra copies as you may 
require. 
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I shall submit a statement of total pounds handled in our area 17 
class I sales for the year 1959 by months and for the years 1955 through 
1958. In addition, cost schedules as filed with the Massachusetts Milk 
Control Commission in June of 1958 and October of 1958. Price lists 
for May 1959 to January 19€0. In addition, testimony as taken 
before the Assistant Attorney, Mr. James R. Dougherty, on October 
8, 1959, in the presence of Mr. Pavin, assistant attorney general for 
the Commonwealth of Massachusetts. Last, a copy of a memorandum 
which you had requested. This is an internal memorandum within 
our company. 

Mr. Steep. Mr. White, for our information, is all the material you 
have submitted here subject to being spread on the record, or is there 
any of it that you request to be kept in the confidential files of the 
committee ¢ 

Mr. Wurre. I have submitted a letter which I would appreciate the 
committe to recognize much of the information as being confidential. 

Mr. Avery. That was the internal memorandum that you mentioned ? 

Mr. Wuire. The cost figures and the volumes handled. 

Mr. Sreep. That part of your material will be so preserved in our 
files. 

Mr. MacIntyre. Your pricing tabulation that you have submitted, 
of course, may be published by the committee ? 

Mr. Wuirtr. Yes. 

Mr. MacIntyre. And we are going to question you about the mem- 
orandum in just a moment or so. 

But before doing that, Mr. White, we would like to ask you what is 
your estimate, in terms of percentage, of this market enjoyed by your 
company, say in 1959? 

Mr. Wuire. For area 17, approximately 5 percent. 

Mr. MacIntyre. And that involves wholesale and retail business. 

Mr. Wurire. That is correct. 

Mr. McIntyre. Among your wholesale account, are a number of 
large chainstore organizations ? 

Mr. Wuire. No, sir. When you say large number of chain 
accounts 

Mr. MacInryre. How many? I did not mean to say a large num- 
ber. I meant to say some large chainstore organizations. 

Mr. Wuire. We have one store of a smaller size chain. That store 
is located in area 17. The other stores are not in this area. We have 
another small chain which has three stores. That is the extent of our 
chain business in area 17. 

Mr. MacIntyre. What is your price to them in terms of gallons in 
the store at this time ? 

Mr. Wutre. On one account there is no discount on half gallons, 
gallons, or twin packs. 

Mr. Roosevett. Would you repeat that ? 

Mr. Wurre. On one account there is no discount on half gallons, 
gallons, or twin packs. 

Mr. MacIntyre. I am sorry, you misunderstood the question. I 
am talking now about your published price list on gallons in the stores. 

Mr. Wurre. At the present time, in area 17, our half-gallon price 
into the store is42 cents. For gallons, 78 cents. 

Mr. MacIntyre. Half gallons 42, gallons 78? 
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Mr. Wutre. That is correct. 

Mr. MacIntyre. Now, from the largest of your accounts, you allow 
discounts from those prices, don’t you? . 

Mr. Wuire. Yes. 

Mr. MacIntyre. What is the minimum 

Mr. Wuire. On a portion of the business, as I mentioned earlier— 
not on the halfgallon or the gallon. 

Mr. MacIntyre. What would the lowest net per half gallon that 
your largest customer paid you last month, after discounts? Would 
it be in the neighborhood of 35 cents a half gallon ? 

Mr. Wurire. The lowest would be 2 cents off per half gallon. 

Mr. MacIntyre. After quantity discount? You have a quantity 
discount up to 714 percent, and that-has been extended up to 10 to 
12 percent in some instances. 

Mr. Wuire. On the 42 cent list price, the discounts would be 2 cents 
off the 42, net 40. 

Mr. MacIntyre. What about the gallon? 

Mr. Wuirte. Nothing, no discount. Net price would be 78 cents. 

Mr. MacInryre. All right. Now, thinking of the half gallon at 
40, and your gallon at 78, and keeping in mind the confidential infor- 
mation that you have in the way of cost schedules which are before 
the committee, even on the basis of your cost of October 1958, wouldn’t 
these be below your cost ? 

Mr. Wuirte. Yes. 

Mr. MacIntyre. Now, you have had increases in cost since October 
1958 also, have you not? You have had increases in labor costs. 

Mr. Wuire. Yes. But we have also put in effect further operating 
efficiencies. So that I now believe that our current cost would be at a 
break even point. 

Mr. Roosevett. So you are selling milk and making no profit. 

Mr. Wurre. Probably not, from the information that has been 
available to me, in half gallons and gallons. 

Mr. Roosevetr. Would the same hold true for all your accounts, 
or are there other accounts that pay a higher price, at which you do 
make a profit ? 

Mr. Wuirte. Where we have not been driven down by competition, 
we do not believe that we are breaking even. We do know that in 
1959 we had nonrecurring expenses. At this particular time, I do not 
know exactly unit costs, as reflected for the year 1959. 

Mr. Roosevett. In other words, the answer to my question is that 
where you do not have competition, you are getting an additional 
amount which helps you overcome the situations where your costs 
are exceeding your revenue. 

Mr. Wuirte. Probably so. 

Mr. MacIntyre. Now, I would like to turn to Mr. Morris’ memo- 
randum, item 6 in the data you have submitted to the committee, 
Would you please read that memorandum, Mr. White, and explain the 
circumstances of it to the committee. 

Mr. Wuire. I should like to note here that I was out of the office 
on the afternoon of September 30. 

Mr. MacIntyre. That is 1959? 

Mr. Wurre. 1959—until approximately 3:30 p.m. that afternoon. 
Upon my return, there was a memorandum on my desk from Mr. 
Morris 
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Mr. MacInryrre. Whois he? 

Mr. Wuire. He is no longer associated with our company. He was 
sales manager at that time. 

Mr. MacIntyre. Will you read the memorandum into the record. 

Mr. Wuire. (reading) : 

On Wednesday afternoon at 3:15 p.m. I received a call from Bob Noonan of 
lHiood’s to the effect that they were lowering their wholesale prices on the gallon 
jugs and half gallon paper containers by one-half cent per quart. Therefore, 
their price would be 43 cents for half gallons and 80 cents for gallons in the 
following areas: South Boston, Dorchester, Mattapan, Roxbury, Jamaica Plain, 
Hyde Park, Forest Hills, Roslindale, Quincy, Norwood, West Roxbury, Ran- 
dolph, Brockton, Franklin, Westwood, and Attleboro. 

Mr. MacIntyre. And that Wednesday afternoon was what date? 

Mr. Wuirte. September 30, 1959. 

Mr. MacInryre. Now, from your experience, were changes made 
by Hood at the points indicated in their prices ? 

Mr. Wuire. On October 1, we did a price check through our own 
people, at which time we ascertained that the price had been lowered. 

Mr. MacInryre. So what Mr. Noonan of Hood informed your 
Mr. Morris on September 30 was going to take place, actually did 
take place on October 1, in the way of pricing. 

Mr. Wuire. That is correct. 

Mr. MacInryre. Do you have any comment to make to the commit- 
tee in explanation of why Mr. Noonan of Hood was calling your Mr. 
Morris, your sales manager, and informing him about this? 

Mr. Wurrte. I have no knowledge as to why the call was made to 
Mr. Morris. As I earlier mentioned, I merely received a memo upon 
my return and conferred with Mr. Morris. 

Mr. Steep. Was that an unusual action, or had it happened before? 

Mr. Wuire. It had not happened before, to my knowledge. 

Mr. MacIntyre. What was the nature of their price change? It 
was a reduction, was it not ? 

Mr. Wuire. That is correct. 

Mr. MacIntyre. By what amount? 

Mr. Wuire. In the amount of a half a cent per quart on half gallons 
and gallons. 

Mr. MacIntyre. That is4cents a gallon. 

Mr. Wuirte. 2 cents a gallon. 

Mr. MacIntyre. And the price that was thus established by Hood 
has remained in effect at these locations since that date, has it not? 
Thas is, as published prices? 

Mr. Wuirte. I believe there was a producer price change 

Mr. MacIntyre. What date? 

Mr. Wurre. I cannot recall the exact date, but on a price list effective 
January 1, 1960, half gallon for area 17 is sold into the store at 42 cents. 

Mr. MacIntyre. Except for that, then, the price established by 
Hood at these locations October 1, 1959, has remained effective ? 

Mr. Wurire. To my knowledge: yes. 

Mr. MacIntyre. And did the White Bros. Co. meet the Hood prices 
as established on October 1, 1959, at the locations you have mentioned ¢ 

Mr. Wuire. No. 

Mr. MacIntyre. What did you do? 

Mr. Wuire. On October 1, our supervisory people in the wholesale 
sale department were sent out into the field to check the prices in 
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various locations within area 17. On October 2, we issued a price 


- change as the result of that supervisory group having substantiated the 
price reduction which went into effect on October 1. 
L. Mr. Rooseve.t. Then you did meet it? 
Mr. Wuite. We met it on October 2. 
of Mr. MacIntyre. You have told us, Mr. White, about your quantity 
e discounts in this data that you submitted to the committee. I wonder 
, if you would read that schedule of discounts into the record for the 
1, members of the committee. 
\- Mr. Wuirte. On September 23, 1959, there was another memoran- 
dum sent to our sales force. The subject, “Pricing Policy, White 
d Bros. Milk Co.” Itstated the following: 
The pricing policy of White Bros. Milk Co. was stated in a memo covering 
p the wholesale sales policy which was issued to our sales executives in July 1957. 


This pricing policy was stated as follows: “The following scale will enable the 
salesmen to make an offer to a prospect in the effort to make him a customer. 
Zero dollars to $200 per month, nothing; $200 to $300 per month, 3 percent; 
$301 to $400 per month, 4 percent; $401 to $800 per month, 5 percent; $801 per 
month and over, 7% percent.” There has been no change in the stated pricing 
policy of the company since July 1957. It has been our practice to follow it 
insofar as we could. However, the conditions have been so chaotic and the 
competition so severe that we have frequently been compelled to vary from the 
percentages fixed above in order to retain our customers. By way of illustration, 
and by no means including all such cases, we have prepared a list of customers 
to whom we have been forced to give increased discounts in order to retain their 
trade. 


The list is attached. 

Mr. Roosevett. May I ask at that point whether the other cus- 
tomers in the classification which you have spelled out there, when 
you had to give that to one customer, were the others afforded the 
same accommodation ? 

Mr. Wuire. It was only given where we were forced to by 
competition. 

Mr. Roosevett. That is not what I asked you. You spelled out 
a list of classifications in which different individuals in those classi- 
fications were getting a certain percentage of discount. You have 
now testified that in certain instances you had to vary those discounts. 

: My question is when you had to vary it for a customer, within a 
classification set by you, did you offer the same discount immedi- 

| ately to the other customers in that same classification ? 

Mr. Wuire. No. 

: Mr. Roosevetr. You realize that is a violation of the law, do you 
not ? 

Mr. Wuire. Yes, sir. 

Mr. Roosevett. Thank you. 

Mr. MacIntyre. I would like to ask you this, Mr. White. How 
many customers are you serving which can qualify under your reg- 
ular schedule 714 percent discount ? 

Mr. Wuire. Would you read the question back ? 

(The reporter read the question. ) 

Mr. Wuire. I would estimate no more than five. 

Mr. MacIntyre. You would have only about five customers, then, 
who qualify for discount of 714 percent from your published price? 
Is that correct ? 
Mr. Wuire. Yes. 


——EEE—— 
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Mr. MacIntyre. Now, is it not a fact, Mr. White, that in addition 
to the 714 percent, some of those five customers have received ad- 
ditional discount because of their large purchases—that is, since July 
of last year. 

Mr. Wuire. Would you repeat that question. 

(The reporter read the question.) 

Mr. Wuire. On gross volume, there might be one. 

Mr. MacIntyre. One of the five secured a discount beyond the 714 
percent from you. Now, what was the amount of that one discount— 
that is, beyond the 714 percent. 

Mr. Wuire. On gross dollar volume, including byproducts, ap- 
proximately 8 percent. 

Mr. eae And in addition to the discount, the quantity dis- 
count, didn’t that customer also receive some allowances and rebates, 
since July of last year—special inducements ? 

Mr. Wuire. I do not recall any special inducements over and above 
that figure. 

Mr. MacIntyre. What about refrigeration equipment without 
charge? 

Mr. Wurre. I do not think of anything of that nature. 

Mr. MacIntyre. No loans? 

Mr. Wuire. Nothing that I can think of on that particular account. 


Mr. MacIntyre. No cooperative allowances for advertising to that 
particular customer ? 


Mr. Wuire. Not that I can recall. 

Mr. MacIntyre. Well, wouldn’t you know, Mr. White? You 
would know about it, wouldn’t you ? 

Mr. Wuire. I have not been in charge of sales. The sales manager 
handled those matters, Mr. MacIntyre. 

Mr. MacIntyre. That would be Mr. Morris? 

Mr. Wuire. That is correct. 

Mr. MacInryre. Where is he? 

Mr. Wuire. He is no longer associated with the company. I be- 
lieve he is in New Hampshire, associated with some other organiza- 
tion, since approximately the middle of October. 

Mr. MacIntyre. Was it a practice of Mr. Morris to make these 
allowances without informing you? 

Mr. Wuire. If he gave some special allowances along the lines that 
you asked, it could have been done without my knowledge. 

Mr. MacIntyre. It could have been done without your knowledge ? 

Mr. Wuire. Yes. 

Mr. MacIntyre. And would it have been by your subsequent. rati- 
fication? In other words, would it have been with your approval? 

Mr. Wurrte. If I had heard about it—if he had done it and I had 
not heard about it 

Mr. MacInryre. He had the authority to do that? 

Mr. Wuire. Yes. 

Mr. MacIntyre. Mr. Chairman, I request that the statement of 
prices that has been submitted by the witness be made a part of the 
record of his testimony. I do not request that the cost data and the 
figures on volumes of sales be made a part of the public record. 

Mr. Streep. If there is no objection, it isso ordered. 

(The matter referred to isas follows :) 
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PRICE LIST 
Effective May !, 1959 QUINCY & NEEDHAM - AREA #17 
1, Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each additional 1/2 Galion 
per delivery - see sctedule. 2. Use Cream Price dated 10/1/57. 
| | 
| 20. 
el H '/y Gel. o ym | me 
SMT ORO cena alllie Ai cased eninlieeeeleces imental 
teers fee 
| | 
0 | as | RvevettorMome Tf cz [ice Poors] 2.46] 2.94 1.02] 4.65] « so] 30, 
Las [evevettey | ca |ien | .o7 | 1.so] 20d 1.) | 4.sele. so | 
Lis] Checotereprink | | ass] orl isslzss| | | | | 
Lai sorecrmtte Tt el 
RS a Be Ps 
|_| cettonsees ft sssleteohine mdeoste! | | || 
eal i essed lel hee haba Rie 
pat aslaslaae oe 
33 | 205 These prices apply to the following towns 
PT 200 Jian] stinaten, tatord, Selene, tretr, 
Braintree, Brookline, Cambridge, Dedham 
pf tb fase | rramtnghan, Lexington, Malden, Miiton 
Natick, Needham, Newton, Quincy, Somer: 
oe ville, Stoneham, Waltham, Watertown 
 cialbieed ha secuieccesge gh Sea 
y | gallons are just as shown. There is no 
44 GoeteMilk 14 os. can sliding scale or further reduction in 
125 | CroemCheosersman | ag | Pm 
8 
ee et eee | 
[tevovere TT | 
h ! 
1.39 | chocoiate/Strewberey | | | 
' 
ath ceetes | 
| 62 | All Purpose Cream }.s3_ | ; 


620 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LIST 
EWective May 1, 1959 QUINCY & MEEDEAM - OUTSIDE AREA @17 
1. Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each additional 1/2 Gallon 
r delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


BETALL * - 1/2 Gal. G.B. Romo 57 - 
1/2 Gal. 8.0, Homo $4 - 


Stoughtee, Randolph, Relbrook, Brocktca 


- Reckland, Abingtoe, wal teen, 
iph, Bolbreek, Brecktea - 


BV. @&. 215 
73 R.V. BSewo Qt. .225 


Special Price List fer Bull, Ringhas 
Cle 








SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 621 


PRi 

tWective May 1, 1959 
1. Retail 1/2 Gallon. First 1/2 Gallon 
per delivery - see schedule. 2. Use 


Chocolate/Strewhberry 


ce ust 


retail price listed. Each edditional 1/2 Gallon 
Cream Priced dated 10/1/57. 


285 | Retail 1/2 Gallon sree Falmouth 
G. BD. Homo - - 33 
R. V. Homo 59 - 53 - 51 
FALMOUTH 
ail 1/2 Gallon 


- BD. Homo 
Vv. Homo 


58 - 34 - 
36 - 52 - 


50 
48 


“Wholesale 1/2 G. 


Byennis 6 43 


Osterville 


Palmouth 39 


| 
| 
) 














622 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


eter Mie 


EMective may 1, 1959 


1. Retail 1/2 Gallon. First 1/2 — = aa En price listed. Each additional 1/2 Gallon 
aaa SA - see achedule. 2, = Cream Price dated 10/1/57. 



















Pn Sa A a 
I ere ake | 
[+57 | 205) Rea Te 
ese [ar [tvevettoymome Loa [a | ora] asalacoa| ea] «0]e.s0] 00 
RP Pe Pee 
| | zssfwritotroestim Tint | {tas | | 
a a 










Above prices apply to the following towns. 
Scituate, Mershfield, Duxbury, Plymouth, 
Kingston, Pembroke, Hanover, Morwell and 
Plympton. 


Retail = A 22t 
G. D. 7 - $3 


Wholesale - Halifex end Hanson 





1/2 Galloa 39 
Galloa 74 
Twin Pak 78 


R.V. Homo Qts. 2235 
Rg. V. Qs. 2225 











SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 623 


Price ist 
SHective May 1, 1959 WARKHM - Hor 
1. Retail 1/2 Gallom. First 1/2 Gallon @ retail price listed. Each additional 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


36 - 52 - 47 
$2 - 48 - 43 


cludes Sagamore (No. of Canal) Bourne- 
dale. Wareham, Burtards Bay, Cedarville. 


Chocolate/ Strawberry - 


| 62 | All Purpose Cream 














624 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRice .isT 
THective May 1, 1959 a 


1. Retail 1/2 Gallon. Firet 1/2 Galloa 3 retail price listed. Each additional 1/2 Gallon 


per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 





[cream thesnersaan | 
Da 

ae reaeriee 
P [tere | 


pec tna Chocolate/Strewberry Li 


= ee 
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SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 625 


(Hay 1, 1959 Price List) 
WWOLESALE 


Quiecy Needham area (outside Area 17) Effective May 5, 1959 
Recklead, abiagton, Whitman, Avon, Randolph, Holbrook, Brockteos. 
Half Gal. 37¢ Gallea 7l¢ Twins 75¢ 


HYANNIS Effective May 6,, 1959 


Ryaonis, Yarwouth Osterville Half 42 Gal 79 Twie 81 
Falmouth 38 71 75 
| RRR iT STO RR ettentadeil —— 





DUXBURY Effective 5/6/59 
Halifex aad Hanson 


Half Gal 38¢ Gallone 72¢ Twins 76¢ 
FS A NS ERS eae SERS Ee EET 
WAREHAM Effective 5/6/59 


Half 386 Gallons /7ic Twins 75¢ 


NOTE: Except for Wareham these prices are in lower right on price 
sheets dated May 1, 1959. 


They are all adjusting prices which were not changed 5/1. 











626 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE CHANGE #2 


Effective May 9, 1959 WHOLESALE 
FRIDAY 
FALMOUTH 
Halfs 40¢ Gals. 75¢ Twins 79¢ 
E.G.H. 


5/7/59 


Price Change #3A (On May 1, 1959 Price List) 


Effective June 14, 1959 


ADD to changes shown on #3 


FALMOUTH RETAIL 
Half Gallons G.D. Homo e537 232 


R.V. Homo 55 51 


NOTE: NO third price. 


June 17, 1959 E.G. Hines 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 627 


PRICE CHANGE #3 _- (On May 1, Price List) 


Effective Sunday - June 14, 1959 


HYANNIS - Wholesale 
Extend Hyannis Osterville Area to Include - Hyannisport, 


Dennisport and Harwichport. 


FALMOUTH =- Retail 


G. D. Homo Qts, Py 


R. V. Homo Qts. 285 


E.G. Hines 


Price Change #3A (On May 1, 1959 Price List) 


Effective June 14, 1959 


ADD to changes shown on #3 


FALMOUTH RETAIL 
Half Gallons G. D. Homo <a 53 


R. V. Homo ote ook 


NOTE: NO third price. 


E.G. Hines 


June 17, 1959 





628 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRice .isT 
®Wective July 1, 1959 QUINCY & MEEDEAI - AEA 617 
1. Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each additional 1/2 Gallon 
per delivery. see schedule. 2. Use Cream Price dated 10/1/57. 


i mat 
eof wm fed fade al [eT 


|| gg | Oradea 
=r: Gelden Dewn 


towns: 
Arlington, Bedford, Belmont, Boston, 
Braintree, Brookline, Cambridge, Dedhan, 


ville, Stoneham, Waltham, Watertown, 
Waylend, Wellesley, Weston, Weymouth. 


1.36 _| 
re eee 
13s | CroemChocsorsmant | ay | 
alee Md 
ee eee ee 
a es Eee 
|__| 39 frocotates Strewberry |_| 
fun | Cotten ~~ 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 629 
PRICE LIST 


Efiective July 1, 1959 QUINCY & NEEDHAM - OUTSIDE AREA #17 
be an A+ ae ae ee ae a retail pricelisted. Each additienal 1/2 Galles 


Galleoniugs Fs 


RET *- 1/2 Gal. G.D. Homo 59 - 52 


1/2 Gal. R.V. Bomo sé - 49 


prices apply to Horwood, Welpole, 

» Smerburee, Westwood, Rockland, 
ington, Whitman, 4von, Sharon, Cantos, 
Coughtoe, Randolph, Holbrook, Brockton. 


eee » Abongton, Whitman, 
a jelph, ado Brocktoe and 
Rorwood. 


1/2 Gal. -39 R.V. Qt. 225 
Gallee 275 R.V. Beme Qt. .235 
Twin Pak 79 


See epecial Price List fer Bell, Ringhes 
and Cohasset. 


eee 
Er fa 
| 2s! 
fir roesi .-.03i00h aenode deel 
be 
[rere] 
bc eee 
tO OI ne ll 
[erenserere fo 
Peceremitewen ef | 
| CroamCheesersmaut | 29 | 
i oe 
jp ween att 
[SyrvpiBosce 


fennuattsnee | 
tf gent 





630 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LIST 
Y 


GRective july 1, 1959 DUXBURY 
- Retail 1/2 Gallon, Firet 1/2 Gallon @ retail price listed. Each additional 1/2 Gallon 


Above prices apply to the following towns: 
Scituate, Marshfield, Duxbury, Plymouth, 
Kiageton, Peabroke, Hanover, Norwell and 
Plympton. 


- Halifax end Heasea 
40 


on 

Galloa 76 

Twie Pek 80 

R.V. Homo Qts. 2245 
R.V. Qe. 2235 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 631 


a RICE LIST 
Mective July 1, 1959 - North of Canal 
‘. noted a Gallon. First 1/2 afin ¢ cetetl price listed. Each additional 1/2 Gallon 
- see schedule. 2. Use Cream Price dated 10/1/57 


Taran | rroover | 


“Retail 1/2 Gallon 


G.D, Homo 58 - 54 - 49 
R.V. Homo 54 - 50 - 45 


Includes Sagamore (No. of Canal) Bourne- 
dale, Wareham, Buzzards Bay, Cedarville 


43632 O—60—pt. 4-18 





632 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Yee wee 
E@Wective July 1, 1959 


. Retail 1/2 Gallon. First 1/2 Gallon = etal 1 price listed. Each additional 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


Retail 1/2 Gallon except ¢_Felaouth 
* C.D, Homo - 5 5 
R.V. Homo 61 - 35 - - 53 


FALMOUTH Le get. 
G.D. Homo 


Wholesale 1/2 G. 
Falmouth 42 


Vyannis-Byannisport-Osterville-Dennispor't 


and BRarwichport - 


26, Gal. win 
4 .83 .85 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 633 


PRICE LIST 
8@ective July 1, 1959 % 
, Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Sach additional 1/2 Gallon 
per delivery - see schedule. 2. Uee Cream Price dated 10/1/57. 


Reval 


[Taw | everett ee of | 
|__| as | CroemCheosersmau | a9 
Rae 
-— eee 
a a Ee 


All Purpose Crean 55 


39 | Chocolate/St fewberry 











634 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE CHANGE #1 


On Price List of July 1, 1959 


Effective July lst WHOLESALE in Area #17 (Boston-Quincy-Needham) 


Half Gallons eae 
Gallons 68 
Twin Pak 70 


Effective July 2nd RETAIL in Area #17 





Half Gal. G.D. Homo .46¢ R.V. Homo .42¢ | 
Effective july 3rd, 1959 
In HULL, HINGHAM & COHASSET (from Quincy) 
In Scituate, Marshfield & Cohasset (from Duxbury) | 
RETAIL 
G.D. Homo Half Gallons -46¢ 
R.V. Homo = a ~42¢ 
WHOLESALE ' 
} 
Half Gallons 235 
Gallons 68 
Twins 70 
} 
7/3/59 


EGH 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 635 


SLCk oe (Om peice liet of July 1, 1959) 


Effective July 7, 1959 


Rando lah Brecktes Whitmea WHOLESALE 
38¢ half gallonas 746 on gallons 


Hapover, ebington rocklend Pembroke Norwell 


WHOLESALE 35 end f 68 
RETAIL Half Galleus 46¢ and 42¢ 


Retail Helifex and Hansen 48 and 44 on half gallons 


Bifective July 2.1222 


Plymouth, Halifax, Hanson and Kingston & Duxbury 


Wholesale 35¢ end 68 
Retail Half Gallons 42 and 46¢ 


779/59 








636 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


EFFECTIVE JULY 21, 1959 
Town of Whitman 


RETAREXX MAKE X GAL IBRMX XXX AX AX MAAK XAAKK AAXMOOOLAK 
WHOLESALE 


Half Gallons 35¢ 
Gallons 68¢ 
E.G. Hu. 


7/20/59 








eT A a eg eg 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 637 


PRIice LisT 


EMective puguet 1, 1959 QUINCY - NEEDHAM - AREA 17 
1. Retail 1/2 Gallon. First 1/2 Petles @ ees woes Listed. Bach additional 1/2 Gallon 
> Garant re.  eaeeeer - see schedule 


& is 


These prices apply to the following towns: 
azlington, Bedford, Belmont, Boston, 
Braintree, Brookline, Cambridge, Dedhas, 
Framingham, Lexington, Malden, Milton, 
Natick, Needham, Newton, Quincy, Somer- 
ville, Stoneham. Waltham, Watertown, 
Wayland, Wellesiey, Weston, Weymouth. 


a 
= 
oa 
. 

- 
- 





. 
eo 
wn 
| 
| 











638 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LIST ' 
Effective august 1, 1959 QUINCY & NEEDHAM - OUTSIDE Area 17 

L. Retail 1/2 Gallon. Firet 1/2 Gallon @ retail price listed. Bach additional 1/2 Calion <3 
enn delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


| propuct  =|WHOLESALE 


= um ao 
wae mn | %m™ | ym 





ee apap 


ape 


RETAIL 1/2 Gal. G.D. Homo 60 53 


R. V. Homo 57 - .50 
anther Dogs tan) oa): Naa 
es ee ee 
Walpole - 
os C.D. 1/2 Gal. .68 
1 is See cies 
= 
Pian erence) ee tipi: Stns sem 
Horwood end Walpole 
a ee 
9 ee 


® ‘ 
se ea a area open! || 
Holbrook } 


1/2 Gal. .39 Gal. .76 Twin .78 
R.V. Qte. .23 R.V. Homo Qts. .24 





[62] ai Purpose Crem | «ss 





! 


= 3 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 639 


PRICE LIST 
EWective August i, 1959 HYANNIS 
1. Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each additional 1/2 Callorn 
eave delivery - see schedule. 2,-Use Cream Price dated 10/1/57. 


pee nea att eae 


= ae Pea a eee ees 


| 
, oa Retail 1/2 Gals. in all towns except as j 
tn tinitiominm=——Aaa Tae ! 

it ; 
ene Se te 

iE R. V. Homo 8=— 62-55 


ae] te rte ! 
a | Serres 

R. V. Homo 1/2 Gals. 58 - 54 Qte. \o} 
hl SOR AREES casncltl be clieiiien: AAR | 
ar Kree i meee" ee ee | 


43° wl _— 
nana Hyannis, Hyannisport, Osterville, Dennis 
ee port, Harvichport and Yarmouth. 
1/2 Gal. Gal. Twin 
pelea 4s ow 

















640 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LIST 
Effective sugust 1, 1959 WAREHAM - North of Canal 


1. Retail 1/2 Gallon. Firet 1/2 Gallon @ retail price listed. Bach additional 1/2 Gallon 
eS ee ees - see schedule. 2. Use Tw price dated 10/1/57. 


*Retail 1/2 Gallon 
G. D, Homo 59 = .52 
R. V. Homo -55 - .48 


Includes Sagamore (No. of Canal) Bourne- 
date, Wareha, Buzzards Bay, Cedarville. 





ee 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 641 


PRICE LIST 
Efiective August 1, 1959 HULL, HINGHAM & COHASSET 
1, Retail 1/2 mc a 1/2 Gallon @ retail A aay listed. Each additional 1/2 gellon 
c ' U 
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> 
. ~ 
& £ 





Tonal srevetier Peas aslo [ee | Lode 
bd steht aE 
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r 
pal cnocointe, #1 Few bg EL 


All Purpose Crean 











642 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LIST 
EWective august 1 1959 DUXBURY 
1, Retail i/2 Calion. First 1/2 Gallon é retail price listed. Each additional 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


an | “he “ 
ee eal | Hy Gal. ym | 4M | ym ins 
| calcein taitiagl 


. || | ttevereast-aue] | Scituate, Marshfield, Hanover, Pembroke 
pate 
hi ee De ee A'S 
Pfs | ereneereie eee 

aid | 29 | —E = 
han were oh 
|| 29 Jenecotate Strguberry || 
thd eek | 
|__| 62 fai rorpose crema | 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 643 


PRICE LIST 
Efiective August 16, 1959 QUINCY & NEEDHAM - AREA 17 
1. Retail 1/2 gallom. First 1/2 ae @ retail price listed. Each additional 1/2 gallon 
per delivery - see schedule. . Use Cream Price dated 10/1/57. 


RETAIL 


/y Gel “| | Pee ELLEELERE 


apa Nice ttt itt 
30 a et a 


ap ener tt pet 
| Cee a ee 
| pee ee eee 
A pee) eee 
selieineenmeasitateesastili stl ci iet Rie ia 


CottageCheese 
Piein:1-2ib 









These prices apply to the following towns; 
Arlington, Bedford, Belmont, Boston, 
Braintree, Brookline, Cambridge, Dedham, 
Framingham, Lexington, Malden, Milton, 

. Matick, Needham, Bewton, Quincy, Somer- 
ville, Stoneham, Waltham, Watertown, 
Wayland, Wellesley, Weston, Weymouth. 





62 All Purpose Cream 55 








644 SMALL BUSINESS PROBLEMS IN THE DAIRY 


PRICE GUAUB OL ow Liet dated August 1, 1939 
Bifective Theeday August 4, 1999 


WROLERALE 
area 1) Outetde 17 ‘aA 
Grade A Qte 265 
RY 'keee balf gala x? ma 3x 
Qua 23 
1/2 pte 077 -079 69 
RV half gals 3”? 4a 37 
Qte 22 
half pteta ,075 078 o7A 
Skim quarts 22 
Choe Qt 245 
1/2 pre .079 079 079 
Buttermilk gts 22 
Gal lees n . Ae ”? 
Twtupaks 74 BF 1% 





INDUSTRY 


Abingtoe Bock 


” 
24s 
079 


37 
235 


72 


4 


SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 645 


PRICE Cuamcz @1 Lome t Creed 


WHOLESALE EYYSCTIVE 
aed “ane 
RV Heme Half Gels 45 ee 42 
half pts 079 079 
es 
RY half gale 4s al 
beat. st* 07 o7e 
Choe half pts 079 079 
Gal loas 84 .79 
Twi apacks 88 83 
HYANEIS FALMOUTH 
RV Homo halfgals .50 a4 
half pts .084 084 
nV half gale 0 4 
half pts .083 .083 
Choe half pts .085 = 
Galloas 93 83 
Twinpac ks 97 .87 


(om August let price list) 
*G0ET 4, 1959 


MaLbfam_lenowe Scituate ose 


37 


-245 


307 

-078 
-235 
-079 


72 


274 


HYANMISPORT 
YARMOUTH Falmouth 


SS" eee 











646 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 
PRR Cee Oe! @& Price List éeted dugust 1, 1999 
Btsective Sunday August 9, 1999 


Half Gallous G D Heme 496 


RV Hemo 45¢ 


This applies to Area $17 

Hull Hingham and Cohassett Area 

Abington, Rockland, Whitean, Norwood & Walpole 
Scituate, Marshfield, Henever, Peabroke, Norwell 


Plymouth, Kiageston, Duxbury, Halifax & Hansen. 


8/7/39 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 647 


PRICE LIST - EFFECTIVE AUGUST 16, 1959 


Grade A Qs. 275 
Skie Qs. 235 


Halifax, Hameon, Scituate, Marshfield, Hanover, Peebroke, 


Norvell, Plywouth, Kinagston, Duxbury - 


Retail - 1/2 Gallons G. Dawn Homo 
1/2 Gallons R, Valley Homo 


ise. 1/2 Gallons -42 
Gallons -78 
Twin Pek .82 


43632 O—60—pt. 4——-19 








648 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


PRICE LISTS - BYFECTIVE August 16, 1959 


Outside Ares 17 - to | Price Plen 
Retail 1/2 Gallens G. Dew Homo -% 


Retail 1/2 Gallons R. Valley Homo - 52 


Towns of Rockland, Abingtoa, Whiteen, Norwoed, Walpole. 


Retail 1/2 Gallon G. Dewan Howo 54 
Retail 1/2 Gallon R. Valley Homo 50 e 


Whise.- Rockland, Abingtow, Whitwan, Norwood, Walpole, Avon, 
Rendolph, Brockton and Holbrook. 


1/2 Gallons 42 
Gallons 78 
Twin Pak 82 
Qts. R.V. -235 
Qtse. Homo - 245 


Hull, Hinghem & Cohasset 


Retail 1/2 Gallons G. Dawn Homo 54 
1/2 Gallons R. Valley Homo 50 

lse. 1/2 Gallons 42 
Gallons 78 


Twin Pak .82 











SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 649 


PRICE LIST - EFFECTIVE AUGUST 16, 1959 


WAP BAM No change in wholesale 


RETALL 
G. Dawn Qte. 
G. Dawa Homo Qta. 
G. Dawa Homo 1/2 Gai 60 -~ .% 
R. Valley Homo Qte. ,285 
R. Valley Homo 1/2 Gal. 57 - 51 


3» 
yO 


HYANTL 


Wholesale - Iwin Pak .89 











650 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


7s. 21, 1999. 


QUINCY SALES AREA 


PRICE CHANGE 





EFFECTIVE DATE: SUNDAY, AUCUST 23, 1959 


OWNS BFFECTED. AVON, RANDOLP'l, BROCKTON, HOLBROOK, CANTON, SH@RON, SfOUCITON, 


PRODUC FS G DAWN HOMM «61/2 GALLONS S4¢ 


R. VALLE’ ft 1/2 GALLONS . 50¢ 


et a a 


— 


eee eee 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 65] 


PRICE LIST 
EPective September 1, 1959 QUINCY - NEEDHAM - AREA 17 
1. Retail 1/2 Gallon. First.1/2 gailom @ retail price listed. Each additional 1/2 gelion 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


RETAIL 


| 8, 5 a 
1p Gol m1 4m | ym 


resleree he tel Te te 
, | eee eee 
He [is [yp [Octeensewenome TT TT ttt tt 
» Lag |Rrevettertome ia | sto | eho [2.02 |s.101s.00] 2.20 
Lans|evevettey face [295 |o7e] ozo use| [esto] oso] 
r275, Se te 
[so | checotereorink fT - |ag Joo] ox | | | | 
ep Spppepmvee hd ee eT 
ee 
RE ee a SS a ee 


CottageCheese 
Plain:1-21b 


1 tb I 28s These prices apply to the following towns. 
| decals! \elSloash “dn once k Arlington, Bedford, Belmont, Boston 
} 32 Braintree, Brookline, Cambridge, Dedham 
een | ins, i, en ai 
: Natick, Needham, Newton, Quincy, Sower- 
Wayland, Wellesley, Weston, Weymouth. 

| 
| 
} 










Wholesale-Restaurants and Institutions 
BS Ye over List Price on 1/2 Gallons. 





-26_ | SAR eT Be 


| 
39 Chocolates S*fewberry 
hace calla 


t 
i 
-62 All Purpose ‘ream .55 — 














652 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Price .isT 
EWective September 1, 1959 QUINCY & NEEDHAM - OUTSIDE AREA 17 
1, Retail 1/2 Gallon. First 1/2 Gallon @ reteil price listed. Bach edditional 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


Rockland, Whitman, Norwood, 


ee asieiek’ peetee $n, Stpugh ton, 


G.D. 1/2 Gal. 56 
R.V. 1/2 Gal. 52 


WHOLESALE - Abington, Rockland, Whitman, 
Norwood, Walpole, Avon, Randolph, Bro<*ku. 
Holbrook 
1/2 Gal. -44 Gal. .82 Twin - 86 
R.V. Qts. .2465 B.V. Homo Qts. 255 


| CreamCheesersmart || 29 |WHOLESALE - Avon, Randolph, Brockton, 
Holbrook. 


1/2 Gal. 44 Gal. .82 Twin - 86 
R.V. Qts. .265 &.V. Homo Qts. 255 


26 | Sera Pr Fiee | | Wholesale - Restaurants and Institutions 
30 | pero rewberry cid 2¢ over List Price on 1/2 Gallons. 


akan 
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PRICE LIST 
EHective September 1, 1959 DUXBURY 
}. Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Zach additional 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 


atdlabinideciapentamnemecenhemcrencee! 
7 ar 
“ 4m | me | Ym 
LAD COO ke 























C.D. Homo 62 - .38 
R.V. Homo 59 - .55 


Scituate, Marshfield, Hanover, Pembroke, 
Borwell, Plymouth, Kingston, Duxbury, 
Halifax ead Hansen. 


RETAIL - G.D, Homo «3 


Goete Milk 14 os. ¢ R.V. Homo 52° 


WHOLESALE - 


Half Gallons 44 ~- 
Gallons 82° 
Twie Pak 8% 


EN 


Wholesale- Restaurants and Institutions 


Chocolate/S**ewberry 2¢ over List Price on 1/2 Gallons. 


62 All Purpose Crean 
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PRICE LIST 
E@W@ective September 1, 1959 WAREHAM - North of Cana! 
) Retail 1/2 Gallom. Firet 1/2 Gallon @ reteil price listed. Bach additional 1/2 Gallon 
per Rea ee see schedule. 2. Use Cream Price dated 10/1/57. 


RETAIL 


= ee 


-62 - .56 
59 - .53 


| | | tevereds tate] Includes Sagamore (No. of tenth: Bourne - 
i ER Si Segond el 
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PRICE LIST 
E"®ective September :, 1953 EY \NNIS 
Retaii i/Z Gallon. First i/i Cailon @ retail price iisted. Each additional 1/2 gallor 
per eerie > see schedule. 2, Use Tw Price dated 10/1/57. 


RETAIL 


[ Retail 1/2 Gals. in all towns except as 
listed below: 


G.D = -66 - .59 
-64 - .57 


R.V 
RETAIL - Falmouth only 


G.D. Homo 1/2 Gals. .62 - .58 Qts..22 
R.V. Homo 1/2 Gals. .60 - .56 Qts..31 


WHOLESALE - Falmouth 


245 


Byannis, Hyannisport, Osterville, Dennis- 


arn ee 
1/2 Gal. Gal. Twin 
e 89 -93 


ae Chocolate/ Strewberry = Wholesale-Restaurants and Institutions 


2¢ over List price on 1/2 Gallons. 
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PRICE LIST 
EWective September I, 1959 HULL, HINGHAM & COHASSET 
1, Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each addttional 1/2 gellon 
Rita Tees es - see schedule. 2. Use Cream Price dated 10/1/57. 


Wholesale-Restaurants and Institutions 
23 ower List Price on 1/2 Gallons. 


es emer toconéerey| = 
ee 








el 
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To meet competition our prices on Wholesale will be - 


1/2 Gal. 43 
Gallons 80 
Twin Pak 84 


Effective October 2nd, in the following towns ONLY: 


Cambridge, South Boston, Dorcheser, Mattapan, Roxbury, 
Jamaica Plains, Forest Hills, downtown Waltham, Roslindale, 
West Roxbury, Hyde Park, Quincy, Norwood, Randolph, Brockton 
and Westwood. 
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EWective January 1, 1960 


1. Retail 1/2 Galbn. 
per delivery - 


PRICE LIST 


QUINCY - 


NEEDHAM - AREA 17 


First 1/2 gallon @ retail price listed. Each additional 1/2 gallon 
see schedule. 


2. Use Cream Price dated 10/1/57. 


Above prices apply to Arlington, Bedford, 
Belmont, Boston, Braintree, Brookline, 
Cambridge, Dedham, Framingham, Lexington, 
Malden, Milton, Natick, Needham, Newton, 
Quincy, Somerville, Stoneham, Walthan, 
Watertown, Wayland, Wellesley, Weston, 
Weymouth. 


Wholesale - Restaurants end Institutions 
3¢ over List Price on 1/2 Gallons. 





—_ eee _ 


wide ee TT 





ERective January 1, 1960 


rata] vl thagekenn ee - see schedule, 
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PRice .isT 
QUINCY & NEEDHAM - OUTSIDE AREA 17 
. Retail 1/2 Gallon. First 1/2 = @ retail price listed. Each additional 1/2 Gallon 
- Use A Price dated 10/1/57. 


Retail - Abington, Avon, Canton, Holbrook, 
Randolph, Rockland, Sharon, Stoughton, 
Whitman, Horwood, Brockton, Walpole. 


G-D, 1/2 Gale. 55 
R.V, 1/2 Gale. 51 


Wholesale - Abington, 4von, Canton, Hol- 
brook, Randolph, Rockland, Sharon, Stoughta 
Whitean, 
1/2 Gal. .43 Gal. 80 
Twi bs 


Brockton, Horwood, Walpole - 


1/2 Gal. .42 Gal. 78 
Twia .82 


Wholesale - Restaurants and Institutions 
3¢ ower List Price on 1/2 Gallons 
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Price .isT 


SHective January 1, 1966 WARERM - Worth ef Canal 
‘1. Retail 1/2 Galloa. * virst 1/2 = =? reteil price listed. Each additicnal 
per delivery - ese schedule. : A — 





Whelesale - Restaurants end Institutions 
Se ever List Priee en 1/2 Galleas. 


og | Syeunsbease 
2 Lemamvtsrenserre LI 
DE lal 
— ee te 
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PRICE LIST 


EWective January 1, 1960 
1, Retail 1/2 Gallon. First 1/2 Gallon @ retail price listed. Each additionsl 1/2 Gallon 
per delivery - see schedule. 2. Use Cream Price dated 10/1/57. 





Scituate, Marshfield, Hanover, Pembroke, 
Norwell, Plymouth, Kingston, Duxbury, 
Halifax end Hansen. 









Retail 6.D. Homo 1/2 Gal. 55 


R.V. Homo 1/2 Gal. 51 
Wholesale 1/2 Gal. -43 
Gall 80 


Twie Pak 84 


Wholesale - Restaurants and Institutions 
3¢ over List Price om 1/2 Gallons. 













OO eK SK 
our messes 1 / » 


Chocolate? * rewbherry 
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PRice west 
E@Wective January 1, 1960 HYANNIS 
1, Retail 1/2 Gallon, First 1/2 gallon @ retail price listed. Bach additional 1/2 gallon 
per delivery - see schedule, 2, Use Cream Price dated 10/1/57. 


G. D. Homo 1/2 Gal. 
BR. V. Homo 1/2 Gal. 


Wholesale Falmouth 


Gal. 
ee 83 


Ryannis, Hyannisport, Osterville, Dennis- 
port, Harwichport aad Yersouth. 


Mis Gal. = 


mre nate trewberry ri Wholesale-Restaurants and Institutions 


3¢ over List price on 1/2 Gallons. 
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PRICHe List 
fective J 1, 1960 Galt @ aca price 
1, Retail 1/2 Gallon. First 1/2 Gallom @ retail price listed. Each additional 1/2 gallon 


ce oY paaenee see schedule. 2. “T Cream Price 
ce] = fel [ele eTe 
CI TT a Pe me a ee ee ee ee 


Wholesale - Restaurante and Institutions 





fp. 3¢ ever List Price om 122 gallons. 
| aalice seibiita! seis lemaee 
| _ hie? Be 2 seemosones one: | 
Be cael Rael 
cali ait enamel 
od tdiea eeeneee ncmcdioma 
|| aos | |__| 
35 re 
- 3.35 
| .26_| | 22 | 
| tas | | 22 | 





ee ies trewberry 


All Purpose Crees | 55 


. 
o 
me 


43632 
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MEMORANDUM September 23, 1959 


Sabject: PRICING POLICY 
WHITE BROS, MILK CO, 


The pricing policy ef White Bros. Milk Co. was stated in a 
memo covering the Whelesale Sales Policy which wae issued to our 
Sales Executives ie Jaly, 1957. Thie pricing policy was stated as 
follews: 


The fellowing scale will enable the salesmen to make aa 
offer te a prospect in the effort to meke him a customer: 


0 - 0.00 - $200.00 per month 
3% - $200.00 - $300.00 per month 
4% - $301.00 - $400.00 per moath 
5% - $401.00 - $600.00 per meoath 
7 1/2%- $801.00- per meath 


There bas been wc chaage in the stated pricing policy of the 
Company since Jely, 1957. It bas been our practice to fellow it insofar 
as we could. Hewever, the conditions have been so chaotic and the 
competition so severe, that we have frequently been compelled to vary 
from the percentages fixed above in order te retain oer customers. 


By way of illustratics, and by no means including all such 
eases, we have prepared a list ef customers to whem we have been 
ferced te give increased discounts in order te retain their trade. 


Thie liet ie attached hereto. 
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Mr. Steep. The parts that you have asked to be kept confidential 
will remain in the confidential files of the committee. 

Mr. Roosevett. I have no further questions. 

Mr. Avery. No questions. 

Mr. Steep. Mr. White, on behalf of the committee I want to express 
our appreciation for your cooperation in coming today and appearing 
before us. 

Mr. Wuire. Mr. Chairman, I should like to just add one opinion 
which I have noticed from testimony which has been presented pre- 
viously, and that is in connection with quality. 

It is my personal opinion that as far as our own company is 
concerned, and generally as far as the industry is concerned, that 
quality standards have not suffered in this market. There has been 
a trend, as a result of the price war, of a slide from premium grades 
to a family grade of milk. In our own company, we pay a premium 
to our producers for their meeting the quality standard as set by our 
company. 

I merely wished to add that for the sake of the record. 

Mr. Sreep. We are glad to have that. Thank you for your 
appearance. 

Is Mr. Welden, Mr. Sherbrooke, and Mr. Holcomb present, please ? 
Gentlemen, will you be sworn. 

Do you solemnly swear that the testimony you are about to give 
to the committee will be the truth, the whole truth, and nothing but 
the truth, so help you God. 

Mr. Wevpen. I do. 

Mr. Hotcoms. I do. 

Mr. SHersrooke. [ do. 

Mr. Streep. For the purpose of the record, will each one of you 
identify yourself. 


TESTIMONY OF WILLIAM WELDEN, ECONOMIST, H. P. HOOD & SONS; 
ALBERT HOLCOMB, DIRECTOR OF PURCHASES, GREAT ATLANTIC 
& PACIFIC TEA CO., BOSTON, MASS.; HERBERT SHERBROOKE, 
BOSTON BUYER, GREAT ATLANTIC & PACIFIC TEA CO. 


Mr. Hoxtcoms. My name is Albert Holcomb. I am director of 
purchases for the Great Atlantic & Pacific Tea Co., located at 530 
Atlantic Avenue, Boston. 

Mr. Suersrooke. My name is Herbert Sherbrooke. I am the Bos- 
ton buyer for the Great Atlantic & Pacific Tea Co., 530 Atlantic 
Avenue, Boston. 

Mr. Wetpen. My name is William C. Welden. I live in Win- 
chester, Mass. I am employed by H. P. Hood & Sons. 

Mr. MacInryre. In what capacity, Mr. Weldon ? 

Mr. Wewpen. Mr. MacIntyre, I am a member of the senior board 
of executives at H. P. Hood & Sons. I am specifically in charge of the 
Government relations department, the economic research department, 
and the purchasing department. 

Mr. MacIntyre. Now, each of you gentlemen has received a sub- 
pena requiring the production of certain documents to the committee. 
Do you have the documents with you ? 

Mr. Wetpen. I have, sir. 
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Mr. MacInryre. I wonder if you would present them at this time. 

Mr. Wetpen. In presenting them, Mr. Chairman, I should like to 
request that they be treated confidentially by the committee. The 
documents refer to the relationships between the Hood Co., and one 
specific customer. That is one of the most sensative trade secrets 
in our business. 

We are very happy to cooperate with the committee in furnishing 
these: But unless there is some compelling reason to do so, we would 
like to request that they be held confidential in the committee files. 

Mr. Streep. Well, for the time being at least we will so treat it, and 
if it becomes necessary to change that later on, we will take it up with 
you. 

Mr. MacIntyre. Mr. Chairman, there are five sheets of paper in the 
folder that Mr. Welden has turned in. I would like to ask that they 
be marked for identification as “Welden Exhibits 1 through 5,” so 
that we will know what we are talking about, and that they are the 
exhibits he has turned in. We would like to study these overnight. 

And now, Mr. Holcomb. 

Mr. Hotcomps. This is what was requested. 

Mr. MacInryre. Mr. Holcomb has turned in two documents con- 
taining three sheets, one of two sheets and one of one. I ask that they 
be marked “Mr. Holcomb’s Exhibits 1 and 2,” the first one being 
marked “1A and 1B.” 

Mr. Streep. Do you have the same request of confidential status? 

Mr. Cote. Mr. Chairman, my name is Howard Cole. I appear here 
as counsel for A. & P. These statements that Mr. Holcomb—two 
sheets are duplicates of those given by Mr. Welden. 

Mr. Streep. For the time being we will accept those on a confidential 
basis. 

Mr. MacIntyre. Mr. Sherbrooke, did you bring any documents in 
response to this subpena served on you? 

Mr. SHERBROOKE. Yes, sir. I was asked to bring a report showing 
the retail prices that we had in area 17 from May 1, to the present date. 
I was also asked to bring a report showing the volume of milk in hun- 
dred pound weight by months, and in discussing that with my counsel, 
we do not have those records available in our office. We do not figure 
milk in hundredweight. 

Mr. MacIntyre. Will you hand to the reporter for marking for 
identification the documents you have there. They should be marked 
“Sherbrooke Exhibits.” 

__Mr. Chairman, I ask that these documents, after being marked for 
identification, be examined by us overnight, and continue examination 
of these witnesses on the contents of the documents tomorrow morning. 

Mr. Steep. Without objection, it is so ordered. 

The committee will proceed out of order just to a little degree here. 
Our colleague, Mr. Roosevelt, will not be able to be with us tomorrow, 
and if you have any questions at this time, Congressman, we would 
permit you to propound them, after which the committee will adjourn 
until 9 o'clock inthe morning. We regret very much that we have run 
so far behind our schedule and are having to require people to be held 
up. But we will try to expedite the rest of the hearing in the morning 
as rapidly as we can, so you can be released. 

Now, the other witnesses that we had hoped to get to today, we will 
try to get to them as early in the morning as possible to do so. They 
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can be excused for the rest of today, because in just a few minutes we 
hope to adjourn for the day. 

Mr. Roosevett. Thank you, Mr. Chairman. May I express my 
regret at not being able to be here in the morning to hear the rest of the 
answers which these and the other witnesses w iit be giving. But I can 
assure them and the others present that I will read with great interest 
and fully the record which will be made at tomorrow’s session. 

Mr. Welden, most of my questions are going to be directed to you, 
sir. 

I have information that at one time or another, I believe probably 
about last August, at a luncheon meeting which I believe you hold 
regularly, do you? with the New England Milk Dealers Association, 
you expressed some concern about this committee and its makeup, that 
you felt that this committee was not particularly of high grade because 
I believe you expressed the opinion that the members of this committee 
were not qualified nor able enough to serve on committees with greater 
political stature. 

I just want the record to show that the members of this committee 
are all members of other committees of legislative stature, and that I 

‘an assure you that this committee, in spite of any information which 
you have, has at no time had any interest except to deal with the facts, 
try to get an explanation of the facts, and that it is in no way headline 
hunting. 

We feel we have an obligation to carry out the intent of Congress 
that set up this committee. It is a select committee, appointed by the 
Speaker. I hope that as these sessions here have been concluded, that 
you will somewhat change your mind as to the character of both the 
staff and the members of the committee. 

Mr. Sreep. If the gentleman will yield, 1 might state also again 
at this point that thus far this committee has made no field investiga- 
tion except on complaints brought to this committee by other Members 
of the Congress who are acting in the interest of their constituents. 
And so any “activities we engage in are to carry out, not only the over- 
all mandate of the House of Representatives that created the com- 
mittee, but also the specific request of Members of the House itself, 
in looking into problems in their own home areas. 

Mr. Avery. Mr. Chairman, in the usual sense of fairness to the 
chairman, and more particularly the gentleman from California, 
I think the witness ought to have an opportunity to respond as to 
whether he has been misquoted or any appropriate comments he might 
care to make, if he has any. 

Mr. Steep. We would be glad to have any comment you would like 
to make. 

Mr. Wevpen. Mr. Chairman, I do not recall having made any such 
statement at all. I would like to say that I have been very much 
impressed with your conduct of the hearings here. In my _ past 
experience, I have had to appear before congressional committees 
several times. I have no fault to find with their conduct. I think it 
has been very commendable. I cannot recall any such statement at 
all. I do not know who attributed it to me, but someone is putting 
words in my mouth. 

Mr. Streep. We are here to do a job. As we have said before, we 
are only factfinders. We are not. prosecutors. We do not come with 
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any preconceived notions. We are supposed to be the eyes and ears of 
the House of Representatives on problems as they affect small business. 

I hope, subject to our ordinary human frailties and our own limita- 
tions, that we will strive faithfully to stay in that field. 

Mr. Rooseveitt. Mr. Welden, I certainly accept your statement, 
and we can proceed from there. 

Mr. Welden, you have heard the various witnesses before the com- 
mittee in essence accusing the Hood Co. of what would be in their 
opinion unfair practices. Amongst those is the ways and means in 
which it was stated that these practices are actually put into effect. 
It was that you had set up price discrimination and prices below 
cost in one area, and then in another area. Now, my general question 
would be, when you set prices in areas, what general principle does 
the company follow in setting up the particular area to put that price 
into effect ? 

Mr. Wetpen. Well, Mr. Congressman, the one compelling force 
that establishes the price level in any market is competition. Hood 
does not establish prices. 

Mr. Roosevet.* Well, now, you have heard the memorandum which 
the previous witness just before you read and put into the record. 
What would be the excuse for that kind of information to a 
competitor ? 

Mr. Wetpen. Mr. Chairman, no competitor was notified of a price 
change on September 30, before our customers were notified. 

Mr. Roosevett. Are you saying, then, that the customers were 
notified on September 29, and not on October 1? 

Mr. Wetpen. No. They were notified around noon or slightly 
before September 30. The larger food stores—— 

Mr. Roosrvett. This memo, however, is dated September 29— 
September 30, rather. And your customers then were notified as of 
noon of that day. 

Mr. Wevpen. Around noon of that day. Most of the larger food 
stores insisting on knowing the day before what the price is going to be 
the following day, so that they can get out notices to their individual 
stores. It becomes necessary, therefore, to know by 10:30, 11, 12 
o’clock the day before, what the price is going to be the next morning. 

A substantial number of these food store accounts in Greater Bos- 
ton are split accounts served by more than one dealer. The normal 
course of events is for that store, then, to immediately call its other 
supplier and say, “What are you going to do?” In this particular 
instance, apparently the information got to our competitors before 
the chainstores had called them back. But we were very sure, Mr. 
Congressman, not to notify any competitor before we had notified 
our customers. 

Mr. Roostve.t. Well, now, Mr. Welden, what competition were you 
meeting on that day ? 

r. WELDEN. We were meeting the competition of Cumberland 
Farms. 

Mr. Roosrvetr. Who? 

Mr. WeLpEN. Cumberland Farms. 

Mr. Roosrvett. They had previously reduced their price? 

Mr. WELDEN. Yes, Mr. Congressman. 

Mr. Roosrvett. As of what date did they reduce their price—this 
competition you were meeting ¢ 
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Mr. Wewwen. The Attorney General testified yesterday that two 
dealers did not go up to the full level suggested by the milk control 
commission on August 17. One of those was Cumberland Farms, 
and the other was the White Creamery—not White Bros., but the 
White Creamery. 

We held our prices at the levels suggested by the milk control 
commission from August 17 until October 1. It became evident to 
us that the milk control commission was not going to enforce their 
August 17 suggested price level. So we were meeting the competi- 
tion of those two other dealers. I think the Attorney General’s 
testimony will indicate that there were two or more dealers who had 
not gone up to the suggested level. 

Mr. Roosevetr. Your answer is that the price competition that you 
were meeting on September 30 was the lack of increase on the part of 
those two, and perhaps one or two others. 

Mr. Wevpen. That is right. 

Mr. Roosrvetr. Had you lost sales during that period as the result 
of that competition to either of the two you mentioned ¢ 

Mr. Wepen. That is a little difficult to say, Mr. Congressman. 
There are so many factors that affect sales from week to week. Our 
sales people felt that we had lost some and were in serious danger of 
losing some more, unless we got our prices into line. 

Mr. Roosrevett. Now, when you set and meet price competition, 
what is the criterion on the price change in that area? How do 
you draw the physical line, such as the list of cities that are men- 
tioned in that memorandum? How do you specifically limit it to 
that number of cities, instead of going into, let’s say, Brookline or 
some other area not listed in that memorandum ¢ 

Mr. We pen. That has to be partly a matter of judgment, Mr. 
Congressman, on what is the competitive area. Hood has been very 
anxious all throughout this price war, and we think have retained 
that record, not to be a leader in reducing prices further. So we 
were anxious to minimize the price cut to the fullest extent possible. 

Mr. Roosevett. When you met the price change in that specific 
area, why did you not meet it in the other areas? Simultaheously, 
that is. 

Mr. We.LpEeNn. We did not feel, Mr. Congressman, it was neces- 
sary to reduce in other areas in order to meet.competition. 

Mr. Roosevett. Had the other two you mentioned raised their prices 
in the other areas? 

Mr. WetpeEn. They were not in the other areas. 

Mr. Rooseveit. Not in the other areas ¢ 

Mr. Wexpen. I don’t think so. 

Mr. Roosevett. Just in the areas given in this memo? 

Mr. We.peEN. I donot.think so, sir. 

Mr. Roosrve.tt. You want to check that ¢ 

Mr. WeELDEN. Yes, sir. 

Mr. Roosevetr. In other words, your testimony is that your com- 
petitors did not come up to the price set by the board just in those 
areas, 

Mr. Wevpen. That is right. 

Mr. Roosrveit. On a general basis, Mr. Welden, how long would 
you say that you could continue to meet competition by maintaining 
a below-cost situation ? 
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Mr. We.pen. I do not know quite how to answer that. Obviously, 
it would depend on how much below cost. 

Mr. Rooservetr. Is it the policy of the company, when you have a 
below-cost situation, to try to seek adjustments in other areas to 
compensate for it ¢ 

Mr. Wewpen. Each local market situation, Mr. Congressman, has to 
be considered on its own merits. 

Mr. Roosrvetr. Well, let us be specific. In an area such as Spring- 
field, where you agree you have about 50 percent of the business in 
Springfield 

Mr. WeLpEN. No, sir. 

Mr. Roostve_r. What percentage / 

Mr. Wetpen. Around 35, ora little less, perhaps. 

Mr. Roosrvevr. Assuming your figures are correct for a moment, 
would you feel where you had as prominent a position as that in a 
given area, that perhaps it might be possible for you, as a company— 
do you as a company try to make up for it in that area ? 

Mr. Wexpen. No. As I indicated, each local market situation is 
considered on its own merits. You have got to meet competition 
there, or you have got to lose your business. And there is no market 
that we are operating in Ww here we can, of our own accord, raise the 
price. In each case that price is set by the competitive force over 
which we have no control. 

Mr. Roosevettr. And at no time have you ever raised a price above 
the going price at that time by yourself and others and have followed 
it upwards? 

Mr. Wevpen. I cannot recall any instance, Mr. Congressman, in 
which we have done that. 


Mr. Roosevett. Would you be surprised if the committee could call 
some to your attention / 

Mr. WeLpEN. Well, that is a pretty broad question, covering a long 
period. I do not think of any instance offhand. 

Mr. Roosevett. My last question, Mr. Welden, would be what effect 
would it have on your company if a prohibition against below-cost 
selling was enacted and vigorously enforced, that ‘it would equally 
apply : straight across the board? Would it have in any way an unfair 
ora harmful effect upon your ability to see et 

Mr. Wetpen. No, Mr. Chairman, I do not think it would. There 
are some real tough problems in that one, of course, how you define 
cost, and there is a real tough problem of vigorous and competent 
enforcement, such as we have had here in Massachusetts. But cost 
is a very vague and a very elusive concept. It is one of the most 
uncertain or hardest things to define that I have ever run across— 
what is the cost on a package to a customer at a given time. You 
just don’t know. 

Mr. Rooseve_r. Would you agree, however, that if a set of standard 
regulations as to what cost meant was put into effect for all, for you 
and all your competitors, that this would be a reasonably fair pro- 
posal from the paint of view of not putting you into an unfair com- 
petitive situation ? 

Mr. WetpeN. If you could get agreement on how you allocate a lot 
of your joint costs, get agreement on the definition of cost, and have 


& prompt and adequate enforcement machinery, I do not see that it 
would injure us or anyone else, sir. 
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I might say this. It has been our company’s position that any 
such law, here or anywhere else, should be very carefully drawn so 
as to reserve the right to meet competition. In our industry, for 
example, if you are moving into a new package, getting new 
machinery 

Mr. Roosevetr. Even at levels below cost ? 

Mr. WexpeEN. In order to meet competition ; yes, sir. 

Mr. Roosrvett. Would you also agree, as you pointed out a few 
minutes ago, that the local law, as it is being applied, was ineffective 
because obviously it has not been enforced. In other words, you did 
meet the local control board’s suggested price, and the other two did 
not, and therefore, in essence, it became a nullity. 

Mr. Wevpen. That is right, sir. 

Mr. Rooseverr. And would you agree that under such conditions, 
the position of the small competitor, “unable to meet that kind of sit- 
uation, was seriously jeopardized—financially not a strong competitor ? 

Mr. WevpeN. Well, I do not know what financial resources a small 
dealer might have, what other businesses he might be in. 

Mr. Roosevetr. It seems to me you know pretty well, Mr. Welden, 
that he would have more stress than your company would have 
would you not agree ? 

Mr. We.peNn. Well, that would depend upon his individual cir- 
cumstances, which I don’t know. 

Mr. Roosevett. Well, thank you, Mr. Welden. Thank you, Mr. 
Chairman. I appreciate your courtesy very much. 

Mr. Streep. Gentleman, again I want tosay that we do regret having 
to hold you. But we will meet at 9 o'clock in the morning and try 
our best to expedite this. 


(Whereupon, at 5:15 p.m. the hearing was recessed until 9 a.m., 
Friday, February 19, 1960.) 
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FRIDAY, FEBRUARY 19, 1960 


Hovuss or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON SMALL BusINEss 
PROBLEMS IN THE Datry INDUSTRY OF THE 
SELECT COMMITTEE ON SMALL BUSINESS, 
Boston, Mass. 

The subcommittee met, pursuant to recess at 9 a.m., in the Gardner 
Auditorium, statehouse, Boston, Mass., Hon. Tom Steed (chairman 
of the subcommittee) presiding. 

Present: Representatives Steed and Avery. 

Also present: Everette MacIntyre, general counsel, and Brooks 
Robertson, analyst. 

Mr. Steep. The committee will be in order. 

Will Mr. Welden, Mr. Sherbrooke, and Mr. Holcomb resume the 
stand, please ? 


TESTIMONY OF WILLIAM WELDEN, ECONOMIST, H. P. HOOD & SONS; 
A. W. HOLCOMB AND 0. H. SHERBROOKE, GREAT ATLANTIC & 
PACIFIC TEA CO.—Resumed 


Mr. Steep. Mr. MacIntyre! 

Mr. MacIntyre. Mr. Welden, before getting into some of the 
present-day practices of Hood Co., I would like to direct you to a 
number of questions which will enable the committee to know a little 
bit more about Hood. 

What is the nature of its business ? 

Mr. Wexpen. Mr. MacIntyre, the Hood Co. is a privately owned 
company, operating almost entirely in the New England States. We 
have a little business in the eastern part of New York State. 

Mr. MacIntyre. What is the kind of business it is carrying on? 

Mr. We.pen. We are engaged, Mr. MacIntyre, in the processing 
and distribution of dairy products, including milk, cream, cottage 
cheese, ice cream, eggs. We have a processing plant in Florida which 
processes orange juice. 

Mr. MacIntyre. What is the name of that concern ? 

Mr. We .pen. Well, there are two concerns in Florida. One is 
H. P. Hood & Sons. 

Mr. MacIntyre. Is Johnson & Appleby in Florida ? 

Mr. Wetpen. No, sir; the Johnson & Appleby Co. is located in 
(Cambridge, Mass. 

Mr. MacIntyre. But it owns the processing plant in Florida? 

Mr. Wewpen. No, sir; that goes under the name of H. P. Hood & 
Sons. 
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Mr. MacInryre. Owned directly ? 

Mr. WeLDEN. Yes, sir. 

Mr. MacIntyre. But the Hood Co. owns the Johnson-Appleby Co. / 

Mr. Weupen. Yes. 

Mr. MacIntyre. And what is the business of Johnson & Appleby ? 

Mr. WeLpen. Johnson-Appleby processes and distributes a special 
high-quality line of food products, including jams and jellies, water- 
melon pickles, relishes. Their distribution 1s almost entirely to what 
we call the institutional trade—that is hotels, restaurants, camps. 
They manufacture and distribute the type of thing that you would 
find on a relish tray in a restaurant. 

Mr. MacIntyre. It is a subsidiary of the Hood Co. / 

Mr. Wevpen. That is right, sir. 

Mr. MaclInryre. And the branch plant you have in Florida 
packages or processes the orange juice and other citrus fruits and 
juice es that the Hood Co. sells in the Boston area ! 

Mr. We.pen. Part of them, sir; some of them. 

Mr. MacIntyre. A substantial part of them / 

Mr. Wetpen. No; that is not quite correct. The plant at Donedin 
processes what we call fruit gems, which are fresh fruit sections pack- 
aged in a jar or a glass gallon jug. The fresh orange juice, the so- 
called chilled or ange juice, which we distribute on our retail home 
delivery routes and on our wholesale routes to stores, and so on, is 
processed in Orlando, Fla. 

Mr. MacIntyre. By whom? 

Mr. Wevpen. By a corporation known as the Halco Corp. 

Mr. MacIntyre. Does Hood own it ? 

Mr. WeLpEen. Hood owns part of it, sir. 

Mr. MacIntyre. Enough to control it ? 

Mr. Wexpen. I am not sure, Mr. MacIntyre, whether we have 50 
percent or 51 percent or precisely what the arrangement is. 

Mr. MacIntyre. But the orange juice that is packaged there is 
shipped to Hood here—it costs Hood something, doesn’t it / 

Mr. WevLpeN. Oh, sure. 

Mr. MacInryre. Even though it owns the processing plant ‘ 

Mr. Wevpen. Hood is a part owner of the processing plant. 

Mr. MacIntyre. Now, I would like to read to you a statement that 
has appeared ina Dun & Bradstreet report and ask you if it is reason- 
ably accurate. It refersto Hood & Co. 




















This concern, which is the largest dairy operation in New England, has 
operated successfully over the years, and annual statements present a sound 
condition. Tangible net worth has been down in fiscal 1957 due to the issuing 
of debentures, and retirement of par preferred stock. Volume has been 
expanding steadily, and operations have been consistently profitable. 

Is that an accurate statement about Hood ? 

Mr. Wevpen. Could I see it a moment, sir? 

Mr. MacIntyre. That is reasonably accurate, isn't is. Mr. Welden / 

Mr. Wevpen. Yes, Mr. MacIntyre. 

Mr. MacIntyre. And the statement that Hood does in excess of 
$100 million a year is accurate also, isn't it / 

Mr. WeELpEN. That is correct, sir. 

Mr. MacIntyre. Now, turning to the distribution of fluid milk in 
Boston, or in area 17. We have in the record here a statement, made 
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by a representative of the New England Milk Producers Association 
that Hood, in all of New England, buys 35 percent of the dairy prod- 
ucts the New England Milk Producers Association sells. W ail that 
be approximately the percentage of the Boston fluid milk market 
enjoyed by Hood ¢ 

Mr. WeELDEN. Yes, sir. 

Mr. MacIntyre. Now, according to pricing information that your 
attorneys supplied to the committee, in July of 1959, shows that on 
July 1, 1959, Hood Co. published a price reduction reducing the 
price of fluid milk into stores, in gass gallon jugs, to 68 cents. Do 
you recall that ? 

Mr. Wevpen. Well, Mr. MacIntyre, this business is so complex and 
so on, that I can’t recall an individual figure like that on an indi- 
vidual date. AsI recall, the events of July 1 

Mr. MacInryre. Mr. Welden 

Mr. WeLpEN. We published one price list, I believe, Mr. MacIntyre, 
on June 30, and were forced by competition to revise that price list 
on July 1,or July 2 

Mr. MacIntyre. But these prices of July 1 are just about the 
lowest prices that have been known in this area since the so-called 
Great Depression, isn’t that a fact ? 

Mr. Wewtpen. Mr. MacIntyre, I don’t believe we had gallon jugs 
during the so- -called great depression. 

Mr. MacIntyre. W ell, let us turn to half gallon paper, which, 
according to the information you furnished, your price in the stores, 
July 1, dropped to 35 cents a half gallon. You recall that price, don’t 
you ¢ 

Mr. Wetpen. That sounds approximately correct, according to my 
memory. Idon't recall the precise figure. 

Mr. McIntyre. Do you know of any other price as low as that 
quoted by Hood during your time of employment by Hood? 

Mr. Wexpen. Well, Mr. MacIntyre, the prewar price for milk in 
Boston, I guess, was around 12 or 13 cents a quart. 

Mr. MacInryre. Let us refer to the period subsequent to World 
War II. Do you know of any price as low as 35 cents in stores in half- 
gallon paper? Other than this on July 1? 

Mr. Wetpen. I don’t recall specifically. I believe, Mr. MacIntyre, 
that prices on July 1 reflected about the same margin over the class 
I price as had existed from April, May, or June 1958 through the 
early part of November. 

Mr. MacIntyre. According to the pricing data your attorneys 
have supplied us, this was a reduction in price on July 1 in Boston, 
to 35 cents a half gallon in paper into stores, and 68 cents per glass 
gallon jugs. 

In Springfield, Mass., 41 cents into stores in half-gallon paper, 
72 cents in glass gallon jugs. 

In Hartford, Conn., half gallon in paper, 51 cents. 

New Haven, Conn., half gallon in paper, 53 cents. 

New London, Conn., half gallon paper, 49 cents. 

All of these prices into the stores—the wholesale price, 

Now, will you please explain to the committee why these great 
differences in price on that date, July 1? 

Mr. Wevpen. Mr. Chairman, might I get a drink of water? 
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Mr. MacInryre. I tried to explain yesterday to Mr. Roosevelt that 
in each and every market in which we operate, the primary and com- 
pelling force in establishing a price of milk is competition. Hood 
does not establish the price in any market in which we operate. There 
are wide differences between markets—sometimes in the producer 
price, very often in wage rates, and most often of all, in competitive 
conditions. 


Mr. Steep. Would that policy follow if the prices were going up 
instead of down ? 

Mr. WexpeEn. I am not sure I understand your question, Mr. Steed. 

Mr. Steep. In a given market, if the other dealers raise the price, 
would Hood’s price go up, too ? 

Mr. WeELDEN. Sometimes, yes, sometimes no, Mr. Steed. Here in the 
Boston market, for example, for a period of 4 or 5 years, from 1948, 
I guess, Hood’s price was a half a cent lower than the others on the 
regular grade of so-called family milk. 

Mr. MacIntrre. Wasthat compelled by competition ? 

Mr. WeELpEN. Beg pardon ? 

Mr. MacIntyre, Was that situation compelled by competition / 

Mr. WevbeNn. Partly yes, and partly no. 

It was, in part, the result of the fact that the Hood Co. had in- 
augurated what we call no Sunday delivery on our home delivery 
service, and other dealers had not. 

Mr. MacIntyre. But, as I understand your answer to the chairman, 
your price was a half cent a quart less than your competitors. 

Mr. Wexpen. That is right. 

Mr. MacIntyre. Now, was that compelled by competition ? 

Mr. Wevpen. Partly yes, and partly no. 

Mr. MacIntyre. Why? 

Mr. Wetpen. The service we are rendering was not precisely the 
same on that. 

Mr. MacInryre. And yet you insisted on meeting the service of 
the giass gallon jug with twin pack paper, two half gallons, haven’t 
you ? 

Mr. WeLpEN. No, sir. 

Mr. MacIntyre. Haven’t you sold twin pack half gallon paper 
containers at a gallon price? 

Mr. Wetpen. I don’t believe so, Mr. MacIntyre. 

Mr. MacIntyre. We will try to develop that later. 

Now, turning to this price of 35 cents in stores, which you state 
you seem to remember, as of July 1, 1959, is it your testimony that 
your sales of milk in area 17 on that occasion, at that price, were 
above your costs? 

Mr. WetpeN. I haven’t testified to that effect. 

Mr. MacIntyre. What is your testimony? Was it below cost? 

Mr. We pen. It is entirely conceivable that it was below cost to 
some customers. 

Mr. MacIntyre. Mr. Welden, you are the economist of the Hood 
Co. You know whether or not it was below cost; don’t you? 

Mr. WeELDEN. Not specifically ; no, sir. 

Mr. MacIntyre. You have seen the cost schedules which were filed 
by Hood, with the milk control commission; have you not? 

Mr. WeLpEN. Yes, sir. 
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Mr. MacIntyre. Well, according to those, this 35-cent price would 
be below cost ; wouldn’t it ? 

Mr. Weupen. Mr. MacIntyre, those schedules which were filed with 
the milk control commission were necessarily based on a tremendous 
lot of allocations of joint cost. There were some instructions sent 
out. as to how those schedules should be filled out. There was spe- 
cifically a footnote on those schedules to indicate that these costs are 
average costs for the average customer, that they do not represent 
the specific costs for any one customer. 

Those schedules which were given to the milk control commission 
specifically included a return on investment asa cost item. 

Mr. MacIntyre. Included it? 

Mr. Wewpen. Yes. I am not a cost accountant. Perhaps I 
shouldn’t be talking about cost in such detail. But I don’t know of 
any more inexact concept in our whole business than what is the cost 
on any package to any customer at any onetime. There has been a lot 
of averaging, there has been a lot of cost allocations. So that my 
answer to you still stands—that it is entirely conceivable that on some 
packages to some customers, on July 2, 1959, we were selling below 
cost. I know of no way to prove it conclusively and without question. 

Mr. MacIntyre. Well, let us take your explanation of the cost 
schedules that they are cost average schedules. 

Mr. Wetpen. Right. 

Mr. MacIntyre. The costs in serving some customers were more 
than serving others. Your sale of milk in half-gallon paper in the 
stores was to all customers at 35 cents, wasn’t it ? 

Mr. Wetpen. That is correct. 

Mr. MacIntyre. So to the high-cost customer, they then, by virtue 
of that average, would be shown to be below cost, at 35 cents; is 
that correct ? 

Mr. Wewpen. Yes, Mr. MacIntyre. And, might I add at that point, 
that there has probably never been a day in the history of the Hood 
Co., or any other milk company, when you did not sell some package 
to some customer on that day below cost. That is the nature of the 
business. 

Mr. MacInryre. What was the out-of-store price, based on this 
35-cent price ? 

Mr. WevpEeN. Could I see that exhibit. which substantiates the 35- 
cent figure? I believe the price out of stores would have been 38 
cents, Mr. MacIntyre—the normal markup on a half gallon is 3 cents 
a half gallon. 

Mr. MacInryre. 38 cents at that time out of stores? 

Mr. We pen. I believe that would have been the prevailing price. 
There may have been some stores who charged a higher markup. 
But, generally, I think, the prevailing price would have been 38 cents. 

Mr. MacIntyre. Isn't it a fact that on that occasion, at that time, 
the Hood Co. placed advertising in Boston newspapers, advertising 
the half gallon paper out of A. & P. stores at 38 cents? 

Mr. Wevpen. As I recall it, Mr. Chairman, the Cumberland Farms 
and First National Stores had ads in the paper on the morning of 
July 1, and as I recall it, the Hood Co. had an ad in the evening 
papers of July 1 which mentioned some prices. I do not recall that 
they mentioned the A. & P. specifically. 
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Mr. MacIntyre. Well, let me direct a question to Mr. Holcomb and 
Mr. Sherbrooke. Isn’t it a fact that there appeared advertising on 
July 1, 1959, in the Boston newspapers advertising Hood milk out 
of stores under your supervision, A. & P. stores under your super- 
vision, at 38 cents per half gallon in paper? 

Mr. Suersrooke. If it was in the A. & P. ad, that is correct. But 
I can’t state at the moment—I don’t remember the advertisement. 
If it was in our A. & P. ad, we put it in ourselves. 

Mr. MacIntyre. I am talking about ads of this character. Do you 
recall anything of that character, Mr. Welden ? 

Mr. WetpvENn. No; I don’t, specifically. 

Mr. MacIntyre. That has the Hood Kean on it. That happens to 
be July 1. 

Mr. Wevpen. Mr. Chairman, I don’t see any reference to A. & P. 
on this ad. 

Mr. MacInryre. But this is advertising Hood milk out of retail 
stores in Boston at this price, and this ad was placed by Hood, 
wasn’t it? 

Mr. Wetpen. If that is a copy of what appeared in the newspaper, 
it would have been placed by Hood, Mr. MacIntyre. 

Mr. MacIntyre. Mr. Welden, you may take my word for it that 
this is a photostat of an ad that appeared in a Boston newspaper. 

Mr. Wetpen. On the evening of July 1. Isthat right? 

Mr. MacIntyre. July 1. 

Mr. Avery. Boston Evening American, Wednesday, July 1, 1959. 
That is not a part of the ad proper. That is noted on the margin. 

Mr. MacIntyre. May I explain that the reason for that is we had 
to have it microfilmed and reproduced. 

Mr. Wetpen. I see. 

Mr. MacIntyre. Now, the newspaper would not have run that ad 
without having it arranged for by someone. Did Hood arrange for 
it? 

Mr. Wevpen. Mr. MacIntyre, I don’t know. I would assume so. 

Mr. MacIntyre. By what authority does Hood advertise in Boston 
newspapers the retail prices out of foodstores ? 

Mr. Wepen. Well, I guess I can only answer that this way, Mr. 
MacIntyre. As I mentioned earlier, the prevailing markup on half 
gallons has been 3 cents per package, and on gallons, 5 cents per 
package. We knew what our price into the store was. We do not 
establish in any way the price at which the stores resell that milk. 
We had reason to feel, from past experience, that a number of stores 
would sell that milk for 38 cents. That is the only authority which 
wehad. And it isnot authority—it is a presumption. 

Mr. MacIntyre. Well, now, with respect to the A. & P., you were 
acting on more than presumption. You knew that their price would 
be 38 cents out of the store, didn’t you? 

Mr. WeLpEn. We had reason to feel, from the markup which A. 
& P. had been taking, that it would be 38 cents. We do not establish 
the price at which A. & P. sells the milk. 

Mr. MacIntyre. Isn’t it a fact that on the occasion you did announce 
to A. & P. this reduction in price, in a communication to them? 
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Mr. Wetpen. Mr. Chairman, I don’t handle the communications 
with A. & P. The information I have is that A. & P. was notified 
some time in the late morning of July 1. 

Mr. MacIntyre. That would have been in writing, wouldn’t it? 

Mr. WetpeN. Beg pardon ? 

Mr. MacIntyre. That would have been in writing. 

Mr. Wewpen. I don’t think so, Mr. MacIntyre. I cannot be sure. 
But I think it was oral. 

Mr. MacIntyre. Let us ask Mr. Sherbrooke, and Mr. Holcomb. 

Do you have announcements in writing from Hood of price re- 
ductions ? 

Mr. Hotcoms. Mr. MacIntyre, I am going to let Mr. Sherbrooke 
answer that question. 

All right, Mr. Sherbrooke. 

Mr. Suersrooxke. As I recall, yes, sir. 

Mr. MacIntyre. And you received those with respect to the price 
reductions of July 1 and October 1? 

Mr. SHERBROOKE. Yes, sir. 

Mr. MacIntyre. And the price reductions thus announced to you 
in writing by Hood provided out of store price schedules? 

Mr. Suersrooxe. Most of them, yes. 

Mr. MacIntyre. And the giving of that information to you was 
pursuant to an arrangement that had been entered into more than 
23 years ago, between Hood and A. & P., is that correct? 

Mr. SHersrooke. That is correct. 

Mr. MacIntyre. Now, on February 3, 1960, the chairman of this 
subcommittee directed a subpena duces tecum to Mr. Welden, to Mr. 
Holcomb, and to Mr. Sherbrooke, directing them to present here the 
documents, records and papers setting forth the text, terms and con- 
ditions of agreements between H. P. Hood & Sons and the Great 
Alantic & Pacific Tea Co., or officials of those firms, relating to the 
distribution and sale of milk and other dairy products and related 
items during the period of 1937 to the date of this subpena. 

Did either of you gentlemen produce the document in writing an- 
nouncing—that is from Heod to A. & P.—announcing these price 
schedules of July 1, 1959? 

Mr. Cote. You mean, Mr. MacIntyre, up to this time ? 

Mr. MacIntyre. Well, you presented some documents yesterday. I 
am asking if that document was among those you presented. 

Mr. Suersrooke. Showing the retail prices, yes, sir. I have pre- 
sented that. 

Mr. MacIntyre. And did you present the document of October 1? 

Mr. SHersrooke. I didn’t have that document. I don’t know what 
that document is. 

Mr. MacIntyre. According to the testimony you gentlemen have 
just given, these announcements are in writing, pursuant to the earlier 
agreement, I want to call your attention to the fact that in these 
papers you produced yesterday you had neither the announcement of 
July 1 nor October 1. 

Mr. Suersrooke. I have that. I gave that to you yesterilay— 
showing the retail prices. I was asked for the report of the retail 
prices from May 1, 1959, through January 2, up to date. 
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Mr. MacIntyre. That is a tabulation you made up of your resale 
prices ¢ 

Mr. SHersrooKe. That is right. 

Mr, MacIntyre. I am now asking about the communication from 
Hood which set forth the schedule of prices, dated July 1 and Octo- 
ber 1. You didn’t submit those schedules, did you ? 

Mr, SuersrooKe. I wasn’t asked for that, Mr. MacIntyre. 

Mr. MacInryre. I have read you the subpena of the committee, 
According to your testimony, these price announcements in writing 
from Hood are pursuant to an agreement. 

Mr. Hotcome. Mr. Mac Intyre, if I may, as I understand the 
subpena, we submitted the text of the agreement as set forth in the 
letter from H. P. Hood to A. & P. back in 1937. There is no specific 
correspondence called for, as I see, in the subpena. 

Mr. MacIntyre. The correspondence sets forth the terms and con- 
ditions under which the operations were carried on under that agree- 
ment, isn’t that a fact ? 

Mr. Horcoms. I would assume that the organizational agreement 
would suffice. 

Mr. MacIntyre. The original agreement does not give the terms and 
conditions of the day to day operations. It provides for these day to 
day operations to be determined by the announcements from Hood. 
Now, you have stated that you received such announcements on October 
land July 1. So they become a part of the agreement. Where are 
they ? 

Mr. Avery. Well, Mr. Counsel, shouldn’t we first establish whether 
those were oral or written? I though Mr. Welden said they were oral 
announcements. 

Mr. MacIntyre. Mr. Sherbrooke has testified that they were in 
writing. 

Mr. SunmwermMan. My name is Harry Shniderman. I am counsel 
for H. P. Hood. I wonder if I may respond. May I doso? 

Mr. Srerp. Is this your desire, that your counsel participate in the 
testimony ¢ 

Mr. MacInvryre. Do you want to be sworn and testify ? 

Mr. SHNIDERMAN. Iam making a statement as counsel. 

Mr. Streep. Go ahead. 

Mr. SunipermMan. As counsel, I would like to say that Mr. 
MacIntyre, you are giving an interpretation of the subpena which is 
not in accordance with the one that we arrived at as counsel for H. P. 
Hood. And, as I understand it, it is not the interpretation that Mr. 
Cole arrived at as counsel for A. & P. I want to state for the record 
that we have voluntarily and in advance of this hearing supplied you 
with all information that you requested, and I think you will agree 
that we were fully cooperative in that respect. In this particular area, 
you chose instead to issue a subpena, which was certainly your right, 
and we are very happy to cooperate. However, on such a basis, we 
must interpert the subpena as we understand it, and we believe we have 
been responsive to it. 

If, on the other hand, you desire some further information, we 
would be very glad to help you, as we have in the past. 

I might say that I believe that Mr. Welden testified that this matter 
was conveyed to A. & P. orally, and I might say that I believe you 
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could evoke, by a line of questioning, that after prices are conveyed 
orally, that they are confirmed in writing. And I believe, although I 
am not sure—but I believe that you will find there are no resale prices, 
not even a suggested resale price, that appears in these confirmatory 
requests. 

Mr. MacIntyre. Mr. Chairman, may we request that these confir- 
mations, written confirmations, be supplied, even though it is obvious 
it can’t be done at this moment, unless they are alre: ady in the room. 
[ think it would be of help to the committee if they are supplied, 
because they do explain the terms and conditions under which the 
operations are carried on under the agreement in question. 

Mr. SuniperMan. I would say on behalf of Hood that we would 
be delighted to cooperate. 

Mr. Corr. So far as A. & P. are concerned, we would be glad to 
give you the benefit of anything we have. 

Mr. Steep. The Chair will accept counsel's explanation of this 
interpretation of the subpena, and I think this is cleared up, that 
additional information will be supplied at a later time. 

Mr. MacInryrre. Now, Mr. Welden, in the documents you did 
submit yesterday, in Tesponse to that subpena, we have one marked 
“Welden Exhibit 4.” It purports to be a letter from Mr. R. W. 
Noonan, your sales manager, to the Great Atlantic & Pacific Tea Co. 
It is dated October 30, 1959, 

It provides a formula or method for figuring what is termed the 

“agency rate.” Do you recall that 

Mr. Wenven. In general terms, yes, sir. 

Mr. MacIntyre (continuing). And that provides for 214 cents 
per quart to the agent; is that correct ? 

Mr. Weipen. May I see it. sir? 

Mr. Chairman, may I at this time repeat my request for confidential 
treatment of the rel: ationships between our company and a single 
customer, which is a very sensitive trade secret? As Mr. Shniderman 
has indicated, we are very happy to cooperate with the committee to 
the fullest extent. We are sympathetic with your objectives. But 
I do hope that you will « accord us the confidential treatment which is 
extremely important to us in the e ompany. 

Mr. Steep. It may be that later on the Chair will overrule your 
request, but for the time being, I am going to grant it, with the under- 
standing that we may open it up again at some later time. There is 
some question as to whether it does come under that category, and 
on the side of fairness, until we have had a chance to explore it more, 
under the advice of the members of the committee, I think we will 
play safe and go along with you for now. Of course, if the matter 
comes up you will be informed and you will have further opportunity 
to discuss it with us. 

Mr. Avery. Mr. Counsel, as long as we have a break, would you 
yield to me for just one question to Mr. Welden ? 

Mr. Welden, does the Hood Co. have any retail outlet, either by 
route or by place of business, in district 17 4 

Mr. WeLpen. Yes, sir, we have retail home delivery routes in area 17. 

Mr. Avery. Well, as I read this ad, there is no reference to any 
place where the milk would be available. It doesn’t mention stores, 











682 SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 






it doesn’t mention A. & P. What I am trying to establish is could 
this have been in reference to your own retail outlets? 

Mr. Wevpen. I thought, Mr. Congressman, that there was some 
thing about stores in the ad. 

Mr. Avery. There may be. 

Mr. We.pdEN. I was wrong, Mr. Congressman. There is no refer- 
ence to stores. 

Mr. Avery. Inasmuch, Mr. Chairman, as this ad has been discussed, 
and there are only 20 words on it I will read it. 


Hood. Milk prices are lower. Metropolitan area 17 only, half gallon 38 
cents, gallon 73 cents. Since 1846 over 1 million New England boys and girls 
have grown strong and tall on Hood milk. 

The trademark Hood appears in the lower left-hand corner. The 
name on the milk that means “better than good.” 

Mr. MacIntyre. Mr. Welden, do you know of any place in Boston, 
after that ad appeared, where Hood milk was offered to the public 
for sale at 38 cents per half gallon paper except through the retail 
stores ? 

Mr. Wexpen. I don’t believe I do, Mr. MacIntyre. 

Mr. MacIntyre. Therefore, in effect, this was an advertisement 
of a price out of retail stores, wasn’t it ? 

Mr. We pen. I guess that is right, Mr. MacIntyre. 

Mr. MacIntyre. Some things don’t have to be spelled out in ads, 
isn’t that correct ? 

Mr. Wetpen. I guess I don’t know what you mean. 

Mr. MacIntyre. Well, this was so clear that customers would pay 
only 38 cents, it was common knowledge that it was through stores. 

Mr. Wexpen. Well, Mr. MacIntyre, at least two of our competitors 
had advertised earlier in the day, on July 1, at what I believe is the 
same price level. It is not customary in the milk business in this area 
to advertise your prices on your home delivery route. 

Mr. MacIntyre. No. But on this same date, you did issue to your 
salesmen, your distributors, your prices on home delivery routes. 
Isn’t that correct ? 

Mr. WetpEN. Would you repeat that question, please ? 

(The reporter read from his notes as requested.) 

Mr. WetpeN. I am not specifically sure whether those price notices 
got out that day or not, Mr. MacIntyre. We were caught by surprise 
on the morning of July 1 with respect to the competitive price level. 
I believe our price list for the retail home delivery routes was prob- 
ably meni in the afternoon of July 2. Whether it got out that 
day or not, I don’t know. 

Mr. MacIntyre. If I should refresh your recollection by telling you 
that it was a notice effective July 2, and that it showed on the family 
milk, the store price and differential for home deliveries, on the first 
quart, of 3 cents—would you accept it? 

Mr. WeLpen. Well, I am testifying under oath, and I want to be 
absolutely sure I am correct. There could well have been a telephone 
communication to the salespeople with a notice in the mail next morn- 
ing. I just can’t be sure exactly the mechanics of how it happened. 

Mr. MacIntyre. According to the information we have, the dif- 
ferential that you notified your distributors about amounted to 3 cents 
on the first quart, home deliveries, above the price to the stores, and up 
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to 8 quarts it dropped the differential to 114 cents. Does that sound 
correct to you? 

Mr. WeELpEN. No, it doesn’t, Mr. MacIntyre. 

Mr. MacInrrre. Let me show this to you. Is that correct? 

Mr. Weipen. What you have shown me is apparently an internal 
communication in the company which apparently is an attempt by 
one of our sales managers to explain the net effect of the pricing pro- 
gram which we had to home deliv ery customers whereby the price on 
the first half gallon purchased at one delivery was 47 cents, and the 
price for each “subsequent half gallon was 43 cents. And, as I under- 
stand it, what this table tries ‘to do is to inter pret the net effect_of 
that in respect to customers who would buy varying amounts. Ob- 
viously, if a customer bought two half gallons, ‘the price would be 
47 and 43 cents, which w ould be 45. And this is simply an internal 
communication which attempts to ale. that. 

Mr. MacIntyre. To outline to the peor distributing your milk 
what to charge for the milk, isn’t that right ? 

Mr. WeLpEN. Do you want to read that back, please ? 

(The reporter read from his notes as requested. ) 

Mr. WetpENn. Well, only in the sense, Mr. MacIntyre, that it takes 
the 47 cents for the first half gallon and the 43 cents for the second 
half gallon, and by process of arithmetic, interprets that into a net 
price which the customer would pay if he were buying two half gal- 
lons, three, four, five half gallons, and so on. 

Mr. MacInryre. That set up a schedule that they were to charge 
customers ? 

Mr. Wewen. The only. thing charged the customer, Mr. Mac- 
Intyre, was 47 cents for the first half g gallon, 43 cents for each sub- 
sequent one at the same delivery. 

Mr. MacInryre. That is right. That answers the question. 

Now, that was on Golden Crest. On the family milk it was 44 on the 
first quart and down to 40 on the subsequent ones. Isn’t that correct? 

Mr. Wetpon. That is correct, Mr. MacIntyre. 

Mr. MacIntyre. There is a substantial amount of cost involved 
in deliveries to homes that is not involved in your deliveries to stores, 
is that correct ? 

Mr. Wetpven. Well, generally, yes. The home delivery is gener- 
ally more expensive. 

Mr. MacInryre. Is it normal for you to maintain 2 cents per half 

gallon differential between home and store on multiple purchases? 

Mr. Ween. Well, it is pretty hard to define “normal,” Mr. Mac- 
Intyre. For a long number of years, the differential was 1% cents 
per quart between home delivery and prices out of stores, for the same 
grade of milk. It generally widened to 2 cents some years ago. It 
would be aw fully difficult to pinpoint any precise figure today with 
the various prices that are existing in different markets. 

Mr. MacIntyre. Now, on August 7 ( of last year, 1959, your counsel 
advised the subcommittee that Hood saw no connection between the 
price at which you were selling orange juice, through your whole- 
sale store accounts, and the price at which you sold that same account 
milk, even though the sale of the two items took place at the same 
time and you in the sale secured your normal price for milk, but noth- 
ing for your orange juice. Do you agree with that position? 
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Mr. Wevpen. I think so, sir. 
Mr. MacIntyre. You do? Did we understand you to say yes? 
Mr. Wevpen. Let me get your question clear. 

Mr. MacInryre. Would you read the question back? It is along 
one. 

(The reporter read from his notes as requested. ) 

Mr. Wexpen. Did our counsel say all that? 

Mr. SunipermMan. I would suggest, Mr. MacIntyre, you read in 
the record what Mr. Devlin said, so it would help the witness on that. 

Mr. MacInryre. It so happens we don’t have the letter with us. 
But let me tell you this. We did ask for the prices at which 
Hood had been selling orange juice to these accounts, and the price 
at which it had been selling the milk. And the reply was that they 
didn’t see any relation whatever, even though the sales were made 
simultaneously. Well, the chairman of the subcommittee, on Au- 
gust 12, 1959, did reply to that, and I will read that into the record, 
if I may. 

Mr. SunmerMAan. Before you do so, sir, are you now amending your 
statement’? Previously you attributed to counsel, Mr. Devlin, the 
statement that he saw no connection, even though orange juice was 
sellng—was being given for nothing. Are you amending your 
statement in that connection ? 

Mr. MacIntyre. I am not, because I discussed this with Mr. Dev- 
lin over the telephone at the time this correspondence was taking 
place. He thoroughly understood what we were asking for. 

Now, I would like to read the chairman’s response, if you want 
it in the record. 

Mr. SunierMan. I did not want the chairman’s response. I 
wanted the statement of Mr. Devlin read into the record. 

Mr. MacIntyre. I will not pursue the matter at this time. 

This is to Mr. Holcomb. 

Would you say, Mr. Holcomb, that practically all of the milk that 
is being distributed by A. & P. in the Greater Boston area, is milk 
that you secure from Hood 

Mr. Horcoms. Mr. MacIntyre, if you have no objections, I am going 
to let Mr. Sherbrooke answer that question, because this is a local 
matter. Mr. Sherbrooke is in charge of the buying for the Boston 
area, the surrounding Boston area, and he is better qualified to an- 
swer it. Heis more familiar with that. 

Mr. MacIntyre. Would you answer it, Mr. Sherbrooke ? 

Mr. Suersrooxe. Yes, sir. Hood is our biggest supplier in met- 
roplitan area 17. 

Mr. MacInryre. Not only your biggest, but it is almost your ex- 
clusive supplier, isn’t it? 

Mr. Suersrooke. We have the Brox Dairy and Hood in area 17. 

Mr. MacInryre. But sales of Brox to your are negligible compared 
with Hood, is that correct ? 

Mr. Suersrooke. That is true. 

Mr. MacIntyre. And how long has this situation prevailed—since 
1937 ? 

Mr. Suersrooxke. I would say yes. 

Mr. MacInryre. You are acquainted with a market survey that 
was made a few months ago by a Boston newspaper evidencing the 
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share of the market by various large retail chain store organizations, 
are you? 

Mr. Suersrooxe. No, sir. 

Mr. MacIntyre. W ell, it purports to show A. & P. in the Metro- 
yolitan Boston area with about 134 stores. Is that correct ? 

Mr. SuersrooKke. We don’t have 134 stores in Metropolitan Boston. 

Mr. MacIntyre. ve many do you have? 

Mr. Suersrooke. I don’t know that figure correctly. 

Mr. MacInryre. Approximately ? 

Mr. Suersrooxe. I would be glad to get that information, but I 
have not got it available. 

Mr. MacIntyre. What about Mr. Holcomb? You are the super- 
visor for A. & P. in this area. Do you know how many stores it 
ope rates ? 

Mr. Hotcoms. I know how many stores they operate, sir. But I 
don’t know, I am sorry to say, just how many stores there are in the 
Metropolitan Boston area. As Mr. Sherbrooke says, we will be very 
pleased to get that information for you. 

Mr. MacInryre. Well, you are aware, from your experience here, 
that A. & P. is the largest food chain retailer in this area, are you not ? 

Mr. Hotcomp. Yes, sir. 

Mr. MacIntyre. By a substantial margin, isn’t that correct ? 

Mr. Hotcoms. I think there are other chains that do more volume 
of business in this particular area than, say, we do. 

Mr. Cotz. Keep your voice up, Mr. Holeomb. 

Mr. MacIntyre. The survey that I have reference to is a survey 
made by the Boston Record American. It is as of March 31, 1958. 


It shows A. & P. with a dollar volume in this area of $133,900,000. 
Is that approximately correct ? 

Mr. Surrsrooke. That I couldn’t answer. I don’t know. 

Mr. Hoxtcoms. Is that the Metropolitan area, Mr. MacIntyre? 

Mr. MacInryre. It is called the retail trading zone of this area, 
yes, sir. 


Mr. Hotcoms. We have no such figures. 

Mr. MacIntyre. The trading zone comprises the city and the sub- 
urbs and zone within 30 miles. You don’t remember seeing this 
survey ? 

Mr. Hotcompr. No, sir, I never did 

Mr. MacIntyre. How long have you been with A. & P.? 

Mr. Hotcomp. I have been with them since 1923. 

Mr. MacIntyre. This was published in Boston according to our 
information. 

Mr. Hotcomr. I have never seen it, Mr. MacIntyre. 

Mr. MacInryre. I would like to ask Mr. Welden—Stop ’N Shop 
is one of your principal customers here, isn’t it? 

Mr. Wexpen. I don’t know how you define the word “principal,” 
Mr. MacIntyre. We do serve a few of the Stop ’N Shop stores. 

Mr. MacIntyre. And do you have an advertising and promotional 
allowance arrangement with Stop ’N Shop? 

Mr. Wetpen. Not to my knowledge, sir. 

Mr. MacIntyre. You know nothing about that ? 

Mr. Wevpen. No, sir. 

Mr. MacIntyre. Who in your organization would be handling it? 
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Mr. Wetpen. It would probably come under Mr. Noonan. 

Mr. MacIntyre. Mr. Noonan. He would be handling it? 

Mr. We pen. I believe so. 

Mr. MacIntyre. You have no knowledge of any arrangement with 
that organization ? 

Mr. WetpeN. I do not, sir. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Steep. Mr. Avery ? 

Mr. MacIntyre. Except that I do request that the pricing data that 
has been submitted by Hood and A. & P. be made a part of the record 
of these proceedings, and of the testimony of these gentlemen as if 
they had presented that pricing data orally here this morning. 

(The documents referred to are as follows :) 


Retail prices of milk area No. 17, A. & P. stores 


[Cents] 





































































May 1,/ July 1, | Aug. 1, | Aug. 4, |Aug.17,) Sept. 1,) Oct. 1, | Jan. 2, 
1959 1959 | 1959 1959 1959 1959 | 1959 1960 
} | | | 
Regular, quarts, paper-........-..... Rg ak | 2/47 24); 2/49 | Oe i od 25 
Regular, % gallon, paper___.__-__- : 46 | 38 | 39 | 40 45 47 46 45 
Regular, }4 gallon, glass__.-...--.--- 44 38 | 39 | 40 44} (1) OFT Tats. 
Homogenized, quarts, paper__......- | TR Bia as Sie! | 2/49 25 BSi |} Bap 4... ae 26 
Homogenized, 4 gallon, paper--..--- 46 38 | 39 | 40 45 | 47 46 45 
Homogenized, } gallon, glass..._.... 44 38 39 40 44 | 46 45 44 
Homogenized, gallon, glass__.....-.- 81 | 73 | 75 77 | 83 87 85 83 
Nonfat quarts, paper. ...---.....-.-- | 23 adelaide 2/47 24 2/49 | 2151 |-------- | 25 
Fortified nonfat, quarts, paper--._.-- EE lisdnccod 2/49 25 DEGE 1 MED Vicictemcncinacl 26 
Buttermilk, quarts, paper-.......--- Be Redawutes | 2/47 24| 2/49 } 2/51 STR E 25 
Chocolate, quarts, paper-........---- Oats 26 2/53 27 | Si cece 2/55 
Coffee, quarts, paper___--..-..-.---- oe | 26 2/53 27 | ek | - 2/55 
Strawberry, quarts, paper_......-.-- rn 2/57 | 29 MOO + (FG) 2/59 





1 Discontinued. 
Plus 15 cents deposit per 44 gallon, glass. 
Plus 20 cents deposit gallons, glass. 


(The following are documents showing wholesale and retail prices 
of H. P. Hood & Sons:) 


H. P. Hoop & Sons, 


Boston, Mass., July 15, 1959. 
EVERETTE MACINTYRE, 


General Counsel, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


Dear Srr: Pursuant to your telephone request, enclosed is a summary of the 
milk list prices of H. P. Hood & Sons, Inc., in effect today in the various areas 
you designated. Because of the shortness of time, we listed only the basic milk 
packages. 

The effective date of all these prices was July 1, 1959, except for the home 
delivery prices in Boston, which were effective July 2, 1959. 

In the next day or two we will send you the prior prices and effective dates. 

Very truly yours, 


GEORGE J. DEVLIN, General Counsel. 
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Boston 
Price per 
package 
Sales to homes: (in centa) 
Homogenized Crest vitamin D glass, 1 quart 2714 
Homogenized Crest vitamin D glass, 2 quarts_._.___________________ *47 
Homogenized family glass, 1 quart 26 
Homogenized family glass, 2 quarté. 0022 144 
Sales to stores: 
Homogenized family paper, 1 quart 
Homogenzied family paper, 2 quarts 
Homogenized family glass, 4 quarts 
11st package at price shown—each additional package delivered at same time, 4 cents 
ess. 


New Hampshire 
Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts 
Homogenized family glass, 1 quart 
Homogenized family glass, 2 quarts 
Sales to stores: 
Homogenized family paper, 1 quart 
Homogenized family paper, 2 quarts 
Homogenized family glass, 4 quarts 
11st package at price shown—each additional package delivered at same time, 4 cents 
ess. 
Springfield 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 30 
Homogenized Crest vitamin D glass. 2 159 
Homogenized family glass, 1 quart 29 
Homogenized family glass, 2 quarts 57 
Sales to stores: 
Homogenized family paper, 1 quart 24 
Homogenized family paper, 2 quarts 41 
Homogenized family glass, 4 quarts TZ 
11st package at price shown—each additional package delivered at same time, 8 cents 


less, 
Maine 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 27% 
Homogenized Crest vitamin D glass, 2 quarts_____________-__-__-___ 54 
Homogenized family glass, 1 quart 26% 
FADRROGCEIECHL TILLY GLUE 2 COUN Nn a Sccetnmcomicsneneepgenee cr ceonion 52 
Sales to stores: 
Homogenized tatiily payer, I quart... ono p ape ene Se roae 24 
Me oo Be i aj A a agen Sieh nee mnemonic nae « 47 


PR OMROMCEIIEOE: TORILG SEIN, © CO nr eraneceat oiiednieapp blero meres None 


Vermont 
Price per 
package 


Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 25 
Homogenized Crest vitamin D glass, 2 quarts_.___-_____-_-__--------- None 
Homogenized family glass, 1 quart 
Homogenized family glass, 2 quarts 

Sales to stores: 

Homogenized family paper, 1 quart 
Homogenized family paper, 2 quarts 
Homogenised family giaes, 4 GUATtt..... ee seek None 
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Rhode Island 


Price per 


package 
Sales to homes: (im cents) 
Homogenized Crest vitamin D glass, 1 quart--_.__-__---_--_---______ 28 
Homogenized Crest vitamin D glass, 2 quarts_____-----------_--_____ 55 
suomopeniged Zamily gidss. 1 Guart sc keen cn dieiowen 27 
Homogenined family. eians, 2 Quarts. cc. as. esis tii demceendinn 53 
Sales to stores: 
Homogenized family pane, 1 QUST G4... 5 seems neice ~deminwen 24 
seomogenized family paper, 2 quarten....) cess Hn asc dacncegasss 47 
Homogenized family glass, 4 Quarta cig ens esce denen None 

















Hartford, Conn., branch 


Price per 

packane 

Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart.__-_----._-___--___-___ 30 
Homogenized Crest vitamin D glass, 2 quarts_______.___---_._.____ 759 

TIOMOPeMTCR FAMILY WINE. 3 BBR sei th oneness a aii 2914 
momoteriged Lamy PiGss, 2 GQUATIO a sienc-L ccelcciicodh damien 157 

Sales to stores: 

mromosenined Tamilly paper..1 GUAT ence ccwsckncoe ee 27 
Homogenized family paper, 2 GUAT Gs. iets we dennis 53 

Homogenized family giags, 4 GUAT tis iin id nenaueslicsedsisiomasun None 


2 1st package at price shown 





each additional package delivered at same time 5 cents less. 

















New Haven, Conn., branch 


Price per 

package 

Sales to homes: (in cents) 

Homogenized Crest vitamin D glass, 1 quart________----_______.-___ 30% 
Homogenized Crest vitamin D glass, 2 quarts_.______--____-_____-__ 160 
Seomesenined family eines, T' Wubrt 2. ot eed 30 
Homuosenined family wines: 2 euartts.. oe on ccc sue lk 159 


Sales to stores: 


each additional package delivered at same time 4 cents less. 





11st package at price shown 


























New London, Conn., branch 


Price per 

package 

Sales to homes: (in cents) 

Homogenized Crest vitamin D glass, 1 quart____-__-________---__-__- 281% 
Homogenized Crest vitamin D glass, 2 quarts____-_____-____--______ 156 
PeOmsODOIEOG Meitty Genes, 2 UNE nk on reese nee enna 28 
Homedcenined familly cites, SP qusviTen Se a=. OG 

Sales to stores: 

SECM INCOR EAMG TAO. J AT iii ie cies anti ae eeee 25 
Pommorenimea Tatiny DADE, 2 CUNT ek b ce eee ences 49 

HMomogenited fanitiy ginvs, 4 quarts... o-oo ne None 


11st package at price shown—each additional package delivered at same time 5 cents less. 





H. P. Hoop & Sons, 


Boston, Mass., July 16, 1959. 
EVERETTE MACINTYRE, 


General Counsel, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


DEAR Str: With respect to each area designated by you, enclosed is a sum- 
mary of the milk list prices of H. P. Hood & Sons, Inc., in effeet immediately 
prior to the effective date of the current price for each such area. You will 
note that the effective dates of the prices are indicated in the summaries. 

Very truly yours, 
GEORGE J. DEVLIN, General Counsel. 
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Boston (effeetive date May 1, 1959) 


Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 27% 
Homogenized Crest vitamin D glass, 2 quarts____-__._.-.--.--------- 53 
Homogenized family glass, 1 quart 26 
Homogentked family ginms, 2 GuUArts...... 4. nek cewcuscassiesal 50 
Sales to stores: 
Homogenized family paper, 1 quart 22 
Homogenizéed family paper, 2 quarte..._....... oe decuk 2 
Homogenized fanifiy giass, 4 quart@....-.... 5.2. ans nases 75% 


Springfield (effective date May 1, 1959) c 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Cresh vitamin D glass, 1 quart 28 
Homogenized Cresh vitamin D glass, 2 quarts__.___----_-_----------- 157 
Homogenized family glass, 1 quart 28 
Homogenized faniily glass, 2 quarts_._....-........-..~-........s-s- 1 55 
Sales to stores: 
Homogenized family paper, 1 quart 
Homogenized fanny paper, 2 quarte.... ....... sc nen eeee &0 
4 
11st package at price shown—each additional package delivered at same time, 8 cents 
less. 
New Hampshire (effective date May 1, 1959) : 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 26% 
Homogenized Crest vitamin D glass, 2 quarts_____---------------~-~ 753 
Homogenized family glass, 1 quart 25% 
HOMOS@IIEOG TAMU SINGER, 2 CQUATEE sss ninn ttn anda None 
Sales to stores: 
EROUOMOTIMOR TANSEY DOTIOE, TCC asics cect cscs ccs ctecphitecen 22 
Homogenized family paper, 2 quarts 44 
Homogenized family glass, 4 quarts 
11st package at price shown—each additional package delivered at same time, 4 cents 


less. 
Maine (effective date Mar. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 2514, 
Homogenized Crest vitamin D glass, 2 quarts 50 
FAGIQORENAEOI. TAWILY S6nee, 0 GQUREC 6 ons os oi cae mae ee 241, 
EAOIDORCTISOR ZGMIEY GIROM, Te CURE icc acti kts emer 48 
Sales to stores: 
Homogenized family paper, 1 quart 22 
Homogenized family paper, 2 quarts 43 
Homogenized family glass, 4 quarts None 
Vermont (effective date Apr. 1, 1959) 


Price per 


package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 24 
Homogenized Crest vitamin D glass, 2 quarts__._._.._..._____________ None 
Homogenized family glass, 1 quart 23 
Homogenized family glass, 2 quarts 
Sales to stores: 
Homogenized family paper, 1 quart 
Homogenized family paper, 2 quarts 
Homogenized family glass, 4 quarts 


None 


= 
oe 


None 
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Rhode Island (effective date Apr. 19, 1959) 


Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart._-.-.-_---..-_-..______ 27 
Homogenized Crest vitamin D glass, 2 quarts.___..__.-____-__--_-- 53 
TADENORCIERT TAA WBS. 1: URE aes ere core pernrmagirweceienonnns 26 
PEOTORORINER TAMU GiAGE; 2 CURIE. Sev esc en ween 51 
Sales to stores: 
PICOININGG TAMING HAHCT, 1 GUAT cn sk Cececiementusoncenune 23 
Hiomogenines Tamily Paper, 2 GUAT... .n cn ccscewcnwcene teen eewnces 45 
Hiomogenimed Tamiuy giana, 4 Gualrs. .n2 565 eo enna None 
New London, Conn. 
Price per 
package 
Sales to homes (effective date June 12, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart___.----_--___----_------_- 2714 
Homogenized Crest vitamin D glass, 2 quarts...._..__._._.._..____- * 54 
POporenmed TAMIL GAORS, TOUR Gace oii ir inuwen nec ece ne 27 
omonenieed Tannly gikes, 2 quarantine *58 
Sales to stores (effective date June 17, 1959) : 
TIGReeemIaed TAiny PANE, 1 GRE sn cd nee qeweenonee 24 
PIGmOeenieed TRIBUY HBDET, 2 QUAI. cncksine ew annaus sen 47 
Homngenizen familly. giaee, 2 Weare. 2 eo enna cds None 


list package at price shown—each additional package delivered at same time 5 cents 
less. 


New Haven, Conn., branch 


Price per 
package 
Sales to homes (effective date June 21, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart____-----__----_____-_- 2914 
Homogenized Crest vitamin D glass, 2 quarts__________-_--___________ 758 
Somioereee seery eres toner Sn eh ee i 29 
mOmoecuICcE Tamey Wines, 2 OUaTIA oO so eee ee eee * 57 
Sales to stores (effective date June 17, 1959) : 
seurmUpeTIncn, Taine ewer. tT aware so ee Le 26 
Homuseine Tamuy paper, 2 queries ke ee ee 51 
TIGIeCrsen Lainiy Wines, 4 GeaTie_ 2 st eae None 


list package at price shown—each additional package delivered at same time 4 cents 
less. 


Hartford, Conn., branch 


Price per 
package 
Sales to homes (effective date June 12, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart............-.-.-... 29 
Homogenized Crest vitamin D glass, 2 quarts__...........-----.--.- 157 
Higpeerieen Taniy wines, Tawert: eo ee as 2814 
PeGrieeeseen Tem wes, 2 ONT. a ec cle e 155 
Sales to stores (effective date June 17, 1959) : 
Pcnirererean Te tere weer nn ns ee ee 26 
Honogentsed family paver; 2 qG@arts.- a se 51 
Homorenteel Taniny Sees: 4 Gears. oe eee eee None 


. 11st package at price shown—each additional pacKage delivered at same time 5 cents 
ess. 
CovINGTON & BURLING, 
Washington, D.C., January 29, 1960. 
EVERETTE MACINTYRE, Esq, 
General Counsel, Special Subcommittee of Select Committee on Small Business, 
House Office Building, Washington, D.C. 

DeaR Mr. MAcINTYRE: Pursuant to your request on January 26, I am furnish- 
ing you on behalf of H. P. Hood & Sons, Ine., the following : 

1. Statistical data in sales per hundredweight for area 17 and for all areas 
broken down on a monthly basis for 1959. It is requested that this information 
be kept confidential in the files of the subcommittee. 

2. Current prices for the areas in New England with respect to which you 
expressed an interest during the summer of 1959. 
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We have been advised that there are a few minor errors on the sheets which 
were furnished to the subcommittee in July and August of 1959, and would 
suggest that you make the following corrections: 

(a) The prices submitted for New London, Conn., showed with respect to half- 
gallon packages delivered to homes a price for the first package and a lower 
price for each additional package delivered at the same time. We are advised 
that the lower prices for additional packages were not charged. 

(b) We are advised that the prices submitted for New Hampshire should have 
shown that flat prices were charged by the Manchester branch for homogenized 
Crest vitamin D glass, 2 quarts, for home delivery. The applicable prices for 
the Manchester branch were 54 cents during the period beginning July 1, 1959, 
and 52 cents during the period beginning May 1, 1959. 

(c) The data submitted for Springfield for the period beginning July 1, 1959, 
show a price of 72 cents for sales to stores of homogenized family glass, 4 quarts. 
We are advised that this particular price actually became effective on July 2, 
1959, and that the price was 76 cents for the single day of July 1, 1959. 

(d@) The prices submitted for sales to stores from the New Haven branch for 
June 1959 were evidently copied erroneously from a price list for the Hartford 
branch. The prices should have been shown as having become effective June 21, 
1959, and as being 25% cents for the 1-quart package, and 50 cents for the 2-quart 
package. 

(e) In Mr. Devlin’s letter to Mr. Steed of August 7, 1959, it was correctly 
stated that prices in the Greater Boston area were then 1 cent per quart higher 
than they had been in July. Consistent with this statement, the price for sales 
to homes of homogenized family glass, 1 quart, should have been shown as 27 
cents, rather than 29 cents. 

(f) Mr. Devlin’s letter of July 15, 1959, states that certain of the Boston prices 
were effective on July 1, 1959. In fact, customers were charged the old prices on 
July 1 deliveries, but this was subsequently adjusted when the company decided 
to follow its.competition downward. By July 2 the company was on the new 
basis. 

Very truly yours, 


Harry L. SHNIDERMAN. 


Enclosures. 
Boston Price per 
package 
Sales to homes (effective date Jan. 1, 1960) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart_._....__..______._________ 2914 
Homogenized Cress vitamin D glass, 2 quarts.._.........._........__ 755 
Homogenized family glass, 1 quart............._._________________ 28 
Renopenined 'Tamily SIMss. 2 Quarts. nani elise eaneeed 152 
Sales to stores (effective date Jan. 2, 1960) : 
reomogenized fanny piper, 7 quart 24 
Hoémogenived:faniiy paper, 2 quarti. 2. 42 
Homogenised family grades, 4 quarte. 8. 78 


11st package at price shown—each additional package delivered at same time 4 cents 
less. 


Springfield (effective date Jan. 5, 1960) seer 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart-_.____________________ 29 
Homogenized Crest vitamin D glass, 2 quarts._.____--______________ 51 
Homogenined family glass, 1 quart... W222 None 
Homogeniaed family glass, 2 quaftOacnnti deuce ecole ck 47 
Sales to stores: 
Homogenised family paper, 1 quartoc.2 neces 25 
Homogenized family paper, 2 quarts._..................__________ AO 


Homogenized family glass, 4 quarts 
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New Hampshire (effective date Jan. 1, 1960) 


Price per 
. package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 28% 
Homogenized Crest vitamin D glass, 2 quarts 56 
Homogenized family glass, 1 quart 27% 
Homogenized family glass, 2 quarts 55 
Sales to stores: 
24 
48 
None 


Maine (effective date Oct. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 28 
Homogenized Crest vitamin D glass, 2 quarts Ay 
Homogenized family glass, 1 quart 27 
Homogenized family glass, 2 quarts 53 
Sales to stores: 
Homogenized family paper, 1 quart 24, 
Homogenized family paper, 2 quarts 
Homogenized family glass, 4 quarts 


Vermont (effective date Jan. 1, 1960) 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart : 26 
Homogenized Crest vitamin D glass, 2 quarts_---~- _ None 
Homogenized family glass, 1 quart 25 
Homogenized family glass, 2 quarts_____-_____--~_- ciiiniawtio agama None 
Sales to stores: 
Homogenized family paper, 1 quart 21 
Homogenized family paper, 2 quarts___-- was 41 
pumnowenized family giaes, 4 quarts... ol. 2e ee eee None 


Rhode Island (effective date Jan. 1, 1960) 

Price per 

package 

Sales to homes: (in cents) 

Homogenized Crest vitamin D glass, 1 quart.__................... 29 

Homogenized Crest vitamin D glass, 2 quarts_.___-_-_-----_-___~- oT 

Homogenized family glass, 1 quart 28 

Homogenized family glass, 2 quarts 5D 
Sales to stores: 

Homogenized family paper, 1 quart 25 

Homogenized family paper, 2 quarts 49 

genosenizned famuy wines, 4 Quarts... - a ene None 


New London, Conn, 
Price per 
package 
Sales to homes (effective date Dec. 14, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart 2914 
Homogenized Crest vitamin D glass, 2 quarts._.-_---------_---_--- 57 
Homogenized family glass, 1 quart 28 
Homogenieeg fomuy @1AGs, ¢. GUAT tis Sc eee 9 0-H es an 100 
Sales to stores (effective date Dec. 11, 1959) : 
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New Haven, Conn, 
Price per 
package 
Sales to homes (effective date Dec. 14, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart 30 
Homogenized Crest vitamin D glass, 2 quarts 59 
Homogenized family glass, 1 quart 28 
Homogenised 2Amiy SiSes, 2 GUATIO.... 4... onions 55 
Sales to stores (effective date Dec. 11, 1959) : 
Homogenized family paper, 1 quart 24 
Homogenized family paper, 2 quarts 45 
Homogenized family glass, 4 quarts___________- ss ; 83 
Ist package at price shown—each additional package delivered at same time 4 cents 
less. 
Hartford, Conn. 
Price per 
package 
Sales to homes (effective date Dec. 14, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart 30 
Homogenized Crest vitamin D glass, 2 quarts_.._..______-.-_-____. 59 
Homogenized family glass, 1 quart 28 
COCR S ee CUEING inn consign wigmine-onaalamemennnenel 155 
Sales to stores (effective date Dec. 11, 1959) : 
Homogenized family paper, 1 quart 24 
ER RRIELUIMUUERE IEE, OPINEEE SUNUEIIIIE soy WAGE. nastiness pnmmmnoateen 45 
RGU MONET, TERIAEE A, So I iii einen sical 83 


11st package at price shown—each additional package delivered at same time 4 cents 
less, 


CovINGTon & BURLING, 
Washington, D.C., February 10, 1960. 
EVERETTE MACINTYRE, E8q., 
General Counsel, Special Subcommittee of Select Committee on Small Business, 
House Office Building, Washington, D.C. 

DeAR Mr. MACINTYRE: I am enclosing herewith certain additional pricing in- 
formation which you requested during our last meeting and which has been de- 
veloped by the company responsive to your request. In addition, please let me 
add the following: 

Upon further examination, we are advised that there have been some slight 
variations from the prices shown in the materials previously submitted to the 
subcommittee. These variations may have some interest to you, and it would 
be appreciated if you would mark your records accordingly. 

(a) Half-gallon packages were not sold for home delivery by the company in 
Maine prior to June 18, 1959. This fact should be indicated on the schedule 
submitted of Maine pric es effective March 1, 1959. 

(b) The company’s prices out of the Fryeburg, Maine, branch vary in some 
respects from the prices previously submitted. For sales in Maine communities 
served by that branch, for home delivery, the price on homogenized Crest vita- 
min D milk was one-half cent per quart higher than in other parts of the State, 
and this differential applies to the March and July prices previously furnished 
you, as well as the current prices furnished. 

With respect to sales by the Fryeburg branch into New Hampshire com- 
munities, both of the 2-quart packages for home delivery were introduced effec- 
tive June 18, 1959. Homogenized family glass, 2 quarts, was priced at 50 cents 
in June and at 52 cents in July. Homogenized Crest vitamin D glass, 2 quarts, 
sold in June and July at the same price charged in other New Hampshire com- 
munities, but the 4-cent differential for additional packages delivered at the 
same time did not prevail. Instead, the conventional discounts authorized by 
State law for home delivery were allowed; these discounts, which depart from 
list, are not shown on the schedules being submitted. On the January 1, 1960, 
schedule of New Hampshire prices, homogenized Crest vitamin D glass, 2 quarts, 
should be shown at an additional one-half cent per quart for communities served 
by the Fryeburg branch. 

In addition, homogenized Crest vitamin D glass, 1 quart, for the periods cov- 
ered by the three schedules previously submitted for New Hampshire, has sold 
in communities served by Fryeburg for one-half cent per quart higher than 
the price in other areas in New Hampshire. 
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(c) Effective January 5, 1960, prices to stores in Bristol, Windsor, Windsor 
Locks, Forestville, and Wilson, Conn., became 21% cents for the 1-quart pack- 
age, 42 cents for the 2-quart package, and 73 cents for the gallon package. 

The company, in the short time available, has done its best to give you an 
accurate portrayal of its prices at the points of interest to you. The refinements 
that have been called to your attention reflect the restudy of materials supplied 
to you. We hope that this will be of assistance to the subcommittee. 

Very truly yours, 


Harry L. SHNIDERMAN. 


Enclosures. 
Boston 

Price per 

package 

Sales to homes (effective date Oct. 3, 1959) : (in cents) 
Homogenized Crest vitamin D glass, 1 quart___.-___---___---_---__ 30 
Homogenized Crest vitamin D glass, 2 quarts____---_--________-___ 156 

SaeOUnRIN SORT URES, 2 CIT ioe kines ee eee nueeasts 281, 
nents GOIIE  UO  icein coe ciciengins Sede 758 


Sales to stores (effective date of part of area, Oct. 1, 1959; effective 
date for remainder, Oct. 3. 1959). 


Peereeeeniea Tamiry Peper, 1 WUeT. s attewtmnenen 241, 
Teeeeentaen Sunt Wet, 2 WRENN sk e ctwc tinge emeneoe 4 
Eeotneeenines Taritiy Wises, 4 GOAT 8 oa on recede ot eemesannnn 80 


list package at price shown—each additional pacKage delivered at same time 4 cents 
less. 


Boston (effective date Sept. 1, 1959) 
Price per 
package 


Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart___---__-___-_________- 30 
Homogenized Crest vitamin D glass, 2 quarts______________________ a7 
ara EE © TIN TI, i ia ecm cree estos veo sisinpnte enacicioniee 28% 
MMPI, HOUUNAN EY PUERCO a ste errr 754 
Sales to stores: 
Taomseeomined tatny taper, TF eaten cle 24%, 
Homosenised family: paper, 2° quarts... _... <1... 44 
Momogeniss® taaiy Sines Se wears se 82 


11st package at price shown—each additional package delivered at same time 4 cents 
less. 


Boston (effective date Aug. 17, 1959) 


Price per 

package 

Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart__..-__-___._-____-___- 29 
Homogenized Crest vitamin D glass, 2 quarts____________---__--_-_ 1 55 

Oo Me a ae er ee ee eee 27% 
PaQuaenigers, DOUAITY WANS, FZ RIG isc irene sien owesclines *52 

Sales to stores: 

ORONO. TIDY MOUOT,. 1. CURT Gain ie cb esiwes cccientinni 23% 
SEOEROSORINRG TAMU Y PEST, 2 GURTUR on — niin nk ch nen nereastes 42 
PROUT, “TRMALY “UNOS, 6 a i aie een nsec 78 


list package at price shown—each additional package delivered at same time 4 cents 
less. 


Springfield (effective date Jan. 1, 1960) 


Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart__-_-_-------------~-- 291% 
Homogenized Crest vitamin D glass, 2 quarts____-__---__---------- 52 
peonaeniaad Tammy “mens, Ss are ee et et None 
Homdégeniaed family giaes, 2 quarts. 2. o.oo ks 48 
Sales to stores: 
Homogenized family paper, 1 quart__.......................-.... 25 
Homogentaed family paper, 2 aquarte..._......... 2 41 


Spempeniien * Fite" Binns. eae ree eae Le ee 74 
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sor Springfield (effective date Oct. 22, 1959) 
ick- Price per 
package 

an Sales to homes: (in cents) 
nts Homogenized Crest vitamin D glass, 1 quart___...__._.-_____________ 29%, 
lied Homogenized Crest vitamin D glass, 2 quarts._...__._..___.__.________ §2 

Homogeniged family O1GGGs 1: QUOC iiocisn css ssi oie itr ingincmenes None 

Homogenmiaed family GiQan, 2 QUOT tBiiicia apiece cn cennne 48 

Sales to stores: 

Feomogenine? TAMIINF PAPOT, 1 QUAI. ons cee censwck geen 251, 

Homogenized family paper, 2 quarts_._...___._____________- Sie aa ae 41 
i. Bomogeniaed family wieen. 4 UOC cscs niin ccc ntirccdndnnewrecen 74 
re Springfield (effective date Sept. 2, 1959) 

Price per 

} package 
1, Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart____---_-___----_----_-__ 30 

Homogenized Crest vitamin D glass, 2 quarts_._._____________-_____ 159 

Homogenized family giana: } Guat cceiss. ck csc eccdicieemmnen 29 
y, Homosenizsed family eines: 2 quettesci i ig sisi en ci seen 157 

Sales to stores: 

Homogenined family paner, 1. Guetta oo ose cneeda deed aceness 2544 
its Hromosgenined family panes, 2 GUGris.... 20. neneee 41 

Homogettised family giaess, < quartti- niin. bcc ei See 74 


11st package at price shown—each additional package delivered at same time 8 cents 
or less. 


Sprinfield (effective date Sept. 1, 1959) 


*) Price per 
package 
Sales to homes: (in cents) 
Vey Homogenized Crest vitamin D glass, 1 quart-_-------------------- 31 
Homogenized Crest vitamin D glass, 2 quarts_............-.-. 161 
Homogenines family: sleet; 2: quits a6 ae ese cee ee 30 
hy Homogenised family: giaed;:2 ' Quettiisins ck niin nwcininh dt 159 
Sales to stores: 
Homogenised family ‘paper,. 1 quarss25i 2 cess ec cecneees 254, 
8 Homogettized family paper, 2 quartet... 2... ccs 42 
Homogenized family giess, 4 QuartBin n.d kei his 76 


. ‘ 11st package at price shown—each additional package delivered at same time 8 cents 
ess. 


) Springfield (effective date Aug. 3, 1959) 
Price per 
package 
Sales to homes: (in centa) 
, Homogenized Crest vitamin D glass, 1 quart___._______________--__ 30 
Homogenized Crest vitamin D glass, 2 quarts___._______--_-_-------- 159 
Pomegenined? fanily wieme, I enmerti oi i ee cece 29 
Homegeniacd family glagt; 2 quartes ui. cei ees eee 157 
Sales to stores: 
Homeogenised family paper, 1. quarto 26 si 2. ean sew he 244, 
Homogenined family peper, 2 GGA ina inccic cee seinen kein 
Homogenized family glass, 4 quarts__..... uu... 2. %2 
: 11st package at price shown—each additional package delivered at same time 8 cents 
ess. 
Springfield (effective date Aug. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart.__._.___--_--_-_--_------- 301% 
Homogenized Crest vitamin D glass, 2 quarts___-______------------- *60 
Homogenised: family giaes,; 3 quatteoic1 ic eeetwcduceenns 2914 
Homogenized family glass, 2 quarts.__._._.__._.__._.____-__--_-________ 158 
Sales to stores: 
Homogenized family paper, 1 quart__.-..-..-.-.-_--..---_---_-.— 241% 
Homogenized family paper, 2 quarts....._._..............- a csnnnae 42 
Homogenized family glass, 4 quarts_______~---_-__-_--_------__--.- 74 
, 11st package at price shown—each additional package delivered at same time 8 cents 
ess. 


43632—60—pt. 422 
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New Hampshire areas served by Fryeburg, Maine, branch 
Nov. 20, 1959) 


Sales to homes: 
Homogenized Crest vitamin D glass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts 
Homogenized family 
Homogenized family 
Sales to stores: 
Homogenized family 
Homogenized family 
Homogenized family 


New Hampshire areas served by Fryeburg, Maine, branch 
Sept. 1, 1959) 


Sales to homes: 
Homogenized Crest vitamin D glass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts 
Homogenized family glass, 1 quart 
Homogenized family glass, 
Sales to stores: 
Homogenized family paper, 1 quart 
Homogenized family paper, 


New Hampshire areas served by Fryeburg, Maine, branch 
Aug. 1, 1959) 


Sales to homes: 
Homogenized Crest vitamin D glass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts 
Homogenized 
Homogenized 
Sales to stores: 

Homogenized 
Homogenized 


Homogenized 


New Hampshire areas not served by Fryeburg, Maine, branch 
Nov. 13, 1959) 


Sales to homes: 
Homogenized Crest vitamin D glass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts....__.._.__.._______ 
Homogenized family glass, 1 quart 
Homogenized family 
Sales to stores: 

Homogenized family 
Homogenized family 
llomogenized family 


Sales to homes: 
Homogenized Crest vitamin D giass, 1 quart 
Homogenized Crest vitamin D glass, 2 quarts 
Homogenized family glass, 1 quart 
Homogenized family glass, 

Sales to stores: 

Homogenized family paper, 1 quart 

Homogenized family paper, 

Homogenized family glass, 4 quarts 


SMALL BUSINESS PROBLEMS 


(effective date 


glass, 1 quart 


paper, 1 quart 
paper, 2- GuUahGe iis. ke a ee kes 49 
glass, 4 quarts 


(effective date 


Pie awh Sct 58 
nd tec ing tl a acs 28 


(effective date 


paper, 1 quart 


I a bi oink ernie inde ig dei k ce stone 47 
None 





glass, 2 quarts 


paper, 1 quart 


glass, 4 quarts 
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Price per 


package 


(in cents) 
29% 
ei all aA alent nascent 58 
ii sh Sh a Set dicen etna ade ano ad 28 
GQUGTB oo on cnn See 3 56 






Price per 


package 


(in cents) 


2914 


icithaly Schrha tie wathcicigprace eth dptleialp ent gta dol esiate Bes aah donde alias dak vdeo 








Price per 


package 


(in cents) 
gsi » 
lected eee od aanies aeteacis 56 


oO7 


0 GO a on Gn a On aw aS om os an a an om ener an es en an nahin quae artes ai 
PURI osteo be deere, Dd 


we 


231% 





(effective date 


Price per 


package 


(in cents) 


ets ite bln wisn dip bveh nb sak Canaan 29 


57 





New Hampshire areas not served by Fryeburg, Maine, branch (effective date 
Sept. 1, 1959) 
Price per 


package 


(in cents) 


29 


= 
a ae Ge ae en ow Ghat me om an an an Go as Genes enne ae wt 


ie ees alec a ae iinet cy creo eee 28 
quarts (new package Nov. 13, 1959)___. 55 





241% 





24% 
OI ho niin ccna ee itccadd om itpebicentes 49 


EIOMOeeNZen TAMU Bias, 4 QUAM Gs ook cc en doteKwuswcancace None 
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New Hampshire areas not served by Fryeburg, Maine, braneh (effective date 
Aug. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart 2 
Homogenized Crest vitamin D glass, 2 quarts 56 
Homogenized family glass, 1 quart 27 
Plomogeniaed family Wines, 2 GWAE Canc en ere cession. None 
Sales to stores: 
Homogenized family paper, 1 quart 2314 
Homogenized family paper, 2 quarts 4t 


Homogenized family glass, 4 quarts None 


11st package at price shown—each additional package delivered at same time 4 cents less. 
255 cents at Manchester branch only, without reduction in price of second package. 


Vermont (effective date Sept. 1, 1959) 
Price per 


package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 27 
Homogenized Crest vitamin D glass, 2 quarts ; None 
Homogenized family glass, 1 quart 26 
FICMURNEE TAY Nig. S a None 
Sales to stores: 
Homogenized family paper, 1 quart 22 
Homogenized family paper, 2 quarts___-__-____-________ 43 
Wiaemcmeninec Femesly las, S Cee ain a oa isisccigeeck nln None 
Vermont (effective date Aug. 
Price per 


package 

Sales to homes: (in cents) 

Homogenized Crest vitamin D glass, 1 quart 26 

Homogenized Crest vitamin D glass, 2 quarts None 

Homogenized family glass, 1 quart 25 

FIomropenized TAM SIGNG, 2 QUAPER. 8 5 hot eee None 
Sales to stores: 

Homogenized family paper, 1 quart 

Homosgenized family paper; 2 Guarte. on cone wenn 


Homogenized family glass, 4 quarts______.________-.--~-_- watt None 


Rhode Island (effective date Sept. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 2914 
Homogenized Crest vitamin D glass, 2 quarts____-_-__-_--__-----_. 58 
Homogenized family glass, 1 quart 2814 
Homoeogenised family giacs, 2 quarte.ou le ewes 56 
Sales to stores: 
Homogenized family paper, 1 quart 2514 
Homogenised family. paper, 2 quarts... <2... ni en iencnncesun 5O 
Homowenine® Tamitiy eres, 4 GUSrl.. os oe eee oesatonn None 


Rhode Island (effective date Aug. 1, 1959) 
Price per 
package 
Sales to homes: (in eents) 
Homogenized Crest vitamin D glass, 1 quart 28% 
Homogenized Crest vitamin D glass, 2 quarts..._.._.._-----.--...-.. 56 
Homogenized family glass, 1 quart 27% 
Homogenised family giass, 2 quérts........6.. 2... - scene D4 
Sales to stores: 
Homogenized family paper, 1 quart 241% 
Homogenized family paper, 2 quarts 48 
Homogenined THT MiBGs. 4 GURER 3 cig aig ns eee equ eenayee None 
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New London, Conn. (effective date Oct. 9, 1959) 
Price pe) 
package 

Sales to homes: (in cents) 

Homogenized Crest vitamin D glass, 1 quart_-____..___..______--____ 29%, 
Homogenized Crest vitamin D glass, 2 quarts_.________-_._._._-____- 
RORUTUOIEE REND PUAUONET SOLIS, hs RI oi oe cents ee ecco ere cn ales aos eocaaesien 
SIOMTOMETIINI SAMIIIY CINGS, 2 GUNttG KW 8 ee citcin nanan ncanae 

Sales to stores: 

PEeneeG. TUMy DADS, Ter a claw mindiomed 26 

saomogenizea family nanper, 2 quarta.. a ee ee ences 51 

Homogenized family glass, 4 quarts 




















a ee 
29 








ay 















New London, Conn. (effective date Sept. 1, 1959) 





























Price per 

package 

Sales to homes: (in cents) 

Homogenized Orest vitamin D glass, 1 quart---_---__--__--__-_-_ 2914 
Homogenized Crest vitamin D glass, 2 quarts___--_--.___--__-__- 58 
peeeonseG T6mny eee 1 iene. ok. ok kc epee 29 
Seen eee TA00Y C1O66, 2 NUR TG nn cities dnwncnintednnananmme 57 

Sales to stores: 

Ipemowenmesd TAMIIy Haber, 1 GUAT. 8 nn ire eennne 26 
pomogeninea family paper, 2 GUATUR... ne iene ene 51 
Homogenized family glass, 4 quarts (new package Oct. 1, 1959)_--_ 91 






New Haven, Conn., branch (effective date Now. 4, 1959) 





























Price per 

package 

Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart___-----__--__--------_ 32 
Homogenized Crest vitamin D glass, 2 quarts_________---_-___-____ 163 

BOeoEen Tassie Seles, 1 GQUNEU oe eee cee 31% 
RUUTILnG: EASILY -WIORG.. 2 MIG oie ri a tri ceenmm enc 162 

Sales to stores: 

ReomomeniseG tamuy MAHetT, 1. GORI .....n. noone cece ncasesnnnoss 281% 
omosenisen Tamily paper, 2 Quarts... 4 no nce 56 
SECO ERINCG TAUUILY Gines, 4 QUATCRR ..~o ain cence ceweeee 89 









11st package at price shown—each additional package delivered at same time 5 cents less. 


New Haven, Conn., branch (effective date Sept. 1, 1959) 





























Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart. .--------~----_--__ 82 
Homogenized Crest vitamin D glass, 2 quarts_.__._..__._.___...._____ 163 
peuseomomieeG fasotig Sass, 1 GREG sil tl tress destiieiaide 31% 
Piommopeningd family gians, 2: Qu OTtB nuk sk cess rccentindccccemmmn 162 
Sales to stores: 
Peommasenined family naver, | GOR ocsecicccncomivcciiosnbibinmncunn: 28% 
pomapwenieed Thmilly: paper, 2 GORTCR a oo onc ccinccccccnlccum—emten 
Homogenized family glass, 4 quarts (new package Oct. 1, 1959)_-.__ 91 










11st package at price shown—each additional package delivered at same time 5 cents less. 


New Haven, Conn., branch (effective date Aug. 8, 1959) 
































Price per 

package 

Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 quart__----.---------_---- 81 
Homogenized Crest vitamin D glass, 2 quarts.....___.___._.._--___ *61 

Homogenised -family giace, T ‘qubtts. 2.22 soe eo es 801% 
Homogenized family glass, 2 quarts__.__._._-_..-._-_---._.________- 760 

Sales to stores: 

saormomenised Tamily paper, 1 quert. on. nn ess 27% 
Homogenized family paper, 2 quarts___.._-____-__---__-.--____ 54 

Homogenized family glass, 4 quarts_...._--__----..-.-__-..______- None 








; 11st package at price shown—each additional package delivered at same time 5 cents 
ess, 
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Hartford, Conn., branch (effective date Nov. 4, 1959) 
Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 311% 
Homogenized Crest vitamin D glass, 2 quarts___..___-_____________ 162 
Homogenized family glass, 1 quart 
Homogenized family giaes, 2 auaris.._.... o.oo se ee 

Sales to stores: 
Homogenized family paper, 1 quart 
Homogenized family paper, 2 quarts____._.-_-_____________ sists 
Homogenised family : Sines, 4 GUGE anche beceelegtit 783 


11st package at price shown—each additional package delivered at same time 5 cents 


less. 


289 cents in Middletown and Waterbury. 


Iiartford, Conn., branch (effective date Oct. 24, 1959) 


Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 31% 
Homogenized Crest vitamin D glass, 2 quarts________________--___. 162 
Homogenized family glass, 1 quart 31 
Homogenized family ,elaek,.2' QUACK. <n - se dx tie nb tees *60 
Sales to stores: 
Homogenized family pe ; 2814 
Homogenized family paper, 56 
Homogenized family glass, 4 aan Dt ee he a ee ene re 283 
11st package at price shown—each additional package delivered at same time 5 cents 


*91 cents in Willimantic, Waterbury, and Middletown. 


Hartford, Conn., branch (effective date Sept. 1, 1959) 
Price per 
package 
Sales to homes: (in cents) 
Homogenized Crest vitamin D glass, 1 —- Ep sibos te tha serie cas Rindenremcses cee 
Homogenized Crest vitamin D glass, 2 
Homogenized family glass, Je, 
Homogenized family glass, 2 quarts______--_--~__~ aa 
Sales to stores: 
Homogenized family paper, 1 quart ; 
Tr emogunIeer * Tammy Wher, 2 GUAR 8 
Homogenized family glass, 4 quarts (new package Oct. 1, 1980) .25. 


11st package at price shown—each additional package delivered at same time 5 cents 
less, 


Hartford, Conn., branch (effective date Aug. 8, 1959) 
Price per 
package 
Sales to homes: (in cents) 


Homogenized Crest vitamin D glass, 1 quart 30% 

Homogenized Crest vitamin D glass, 2 quarts_.__-.-_----------~--- *60 

Homogenized family glass, 1 quart 30 

Bomogenised family. omies: 2 Guat 1c hc hn eke cei 758 
Sales to stores: 

Homogenized family paper, 1 quart 

Homogenized family paper, 2 quarts ie a lO ea ae 

Homogenized family glass, 4 None 


11st package at price shown—each additional package delivered at same time 5 cents 
less. 


Mr. Avery. Just one question, Mr. Welden. Could you tell us, 
Mr. Welden, approximately w hat percent of Hood’s business in dis- 
trict 17 is done with chainstore outlets? 

Mr. WevpEN. I guess I can’t specifically, Mr. Congressman. There 
are all sorts of definitions of chains. 
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Mr. Avery. Let me rephrase my question. I realize that doesn’t 
present a very responsive kind of question to you. 

What percent of Hood’s business is done by wholesale rather than 
by retail ? 

Mr. Wetpen. Well, perhaps I can put it this way. These are 
approximations. 

Mr. Avery. I understand. 

Mr. Wevpen. If my memory serves me correctly, and I think it is 
reasonably accurate, probably around 43, 42 percent of our business 
would be through food stores, including everything, Mom and Pop 
Stores and ev erything. About the same percentage would be retail 
home delivered. The balance would be sales to hotels and restau- 

rants and schools and hospitals—what we call institutional sales. 

Mr. Avery. Now, let’s take that figure of 48 percent that would be 
served to a retail outlet. Is that figure, that 43 percent—how would 
that compare with 10 years ago? 

Mr. Wetpen. It is larger than 10 years ago. 

Mr. Avery. How much larger? 

Mr. Wetpen. Well, I am guessing a little bit, I am approximating. 

Mr. Avery. I understand. 

Mr. Wevpen. I would think 10 years ago that might have been 
somewhere between 30 and 35 per cent. 

Mr. Avery. Approximately 25 percent greater / 

Mr. WetpeEN. No, between 30 and 35. 

Mr. Avery. I say approximately 25 percent greater ? 

Mr. WeEvpDEN. Yes. 

Mr. Avery. That is all, Mr. Chairman. 

Mr. Streep. The two documents that were referred to earlier will 
be supplied at your earliest convenience, and it will be put into the 
confidential part of the file and left in that category until and unless 
a change is made. 

Mr. MacIntyre. Mr. Chairman, I would like to request that each 
of the price confirmations that has been made by Hood to A. & P. 
be submitted, in addition to these two, under the same conditions— 
through the years 1958 and 1959. There won't be a great number 
of them, but there would be a few, in addition to the two. 

Mr. Cor. May I say on behalf of the A. & P., Mr. Chairman, that 
in view of this differing interpretation of the subpena which Mr. 
MacIntyre has called to our attention, I did not feel those were 
required under the phrasing used in the text of the subpena. We 
would be very happy to get those notices together and submit them 
to you. 

Mr. Sreep. We will appreciate it if you will. We will make it a 
part of the confidential file. 

Gentlemen, on behalf of the committee, we appreciate your patience 
and cooperation. On behalf of the committee, I want to extend our 
thanks and appreciation to you. We are sorry we couldn't have 
expedited our hearings a little better, but sometimes things get beyond 
our control. And I am especially grateful to you for your patience 
that you have maintained under these rather adverse circumstances. 
And we do regret that we have had to use up so much of your time. 
We are very grateful to you for your indulgence. 

Mr. MacNeil, please. 
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Mr. Manoney. Mr. Chairman, my name is Jeremiah W. Mahoney, 
75 Federal Street, Boston. I am attorney for First National Stores. 
I am not going to testify. 

I have with me this morning Mr. John L. MacNeil, who is prepared 
to testify and to answer your questions. He has no initially prepared 
written statement, but we have prepared some information requested 
by Mr. M: acIntyre, which we will be prepared to present to the com- 
mittee. Some of it involves volume, and we request that it be kept 
confidential. 

Mr. Steep. It will be so kept. 

Mr. MacNeil, will you take the oath ? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. MacNett. Ido. 

Mr. Sreep. Mr. MacNeil, will you identify yourself for the record, 
and we have a few questions we would like to put to you. 


TESTIMONY OF JOHN L. MacNEIL, VICE PRESIDENT AND DIRECTOR 
OF PURCHASES, FIRST NATIONAL STORES; ACCOMPANIED BY 
ATTORNEY JEREMIAH W. MAHONEY, 75 FEDERAL STREET, 
BOSTON, MASS. 


Mr. MacNem. My name is John L. MacNeil. I am vice president 
and director of purchases of the First National Stores. 

Mr. MacIntyre. How long have you been in that position, Mr. 
MacNeil ? 

Mr. MacNet.. I have been a vice president for 26 years, sir. 

Mr. MacIntyre. You are rather well acquainted with the purchas- 
ing of dairy products by First National, are you ? 

Mr. MacNet. Iam, sir. 

Mr. MacIntyre. It has arrangements pursuant to the terms of which 
it has fluid milk processed and | packaged for it under its own brand, 
doesn’t it ? 

Mr. MacNet. It has, sir. 

Mr. MacIntyre. That brand is what? 

Mr. MacNei. Brookside. 

Mr. MacIntyre. Does it also use the brand, Finast, on fluid milk? 

Mr. MacNetu. No, sir. 

Mr. MacIntyre. What suppliers package milk for First National 
under the brand Brookside ? 

Mr. MacNet. The Bellows Falls Cooperative Creamery of Bel- 
lows Falls, Vt., have supplied Brookside milk to the First National 
Stores for—going back to 1921, that would make it 39 years. 

Mr. MacInryre. It is your principal supplier now, is it? 

Mr. MacNett. It is, sir. 

Mr. MacIntyre. And do you have any additional suppliers? 

Mr. MacNem. We have many suppliers throughout the State of 
Massachusetts. 

Mr. MacIntyre. Well, currently, how many suppliers do you have? 
Packaging your milk. 
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Mr. rene Well, no one but the Bellows Falls Cooperative 
Creamery package milk for us. In the instance of other suppliers, 
we buy their br: anded milk, i in the various cities and towns in which 
we operate throughout the State. 

Mr. MacIwryre. And one of those is the Hood Co. ? 

Mr. MacNet. Yes, sir. 

Mr. MacInryre. Would you say that it would be second to Bellows 
Falls in the supply of milk? 

Mr. MacNetv. In Metropolitan Boston, referred to as area 17, 
Brookside milk is the principal milk we sell. In areas beyond area 
17, as I mentioned, we sell the most popular brand of milk in the 
various cities and towns. 

Mr. MacIntyre. In Boston, would you say 

Mr. MacNetv. There may be some two or three hundred involved in 
that, sir. 

Mr. MacInryre. But in Boston you say the second to Bellows Falls 
or the Brookside would be Hood ? 

Mr. MacNet. It might be, sir. 

Mr. MacInrryre. Now, you were asked to supply the committee 
with volume figures on your sales over the last 5 years. You have 
that with you, do you? 

Mr. MacNetu. I have, sir. 

Mr. Maclryre. Now, without disclosing those or putting them on 
the record, I wonder if based on what you have put together there 
you would supply the committee, in oral testimony here, with an 
estimate in terms of percentage of this total market for Boston that 
you have ¢ 

Mr. MacNem. I do not know the total market, sir. I have never 
seen the total market figures. And, therefore, I have no means of 
determining what percentage of that total market 

Mr. MacInryre. It has been var iously estimated in allegations 
submitted to the committee that you have approximately 7 or 8 percent. 
Would that be approximately correct ? 

Mr. MacNetu. I would not know, sir, unless I knew the total milk 
sales figures of area 17. 

Mr. MacIntyre. That would have to be determined by us from 
those figures you submitted as against the total figures for area 17. 

Mr. MacNetm. Yes, sir. 

Mr. MacIntyre. You haven’t attempted to do that yourself? 

Mr. Manonry. Sorry, sir. We haven’t sufficient information up to 
now to doso. We would be glad to cooperate by any supplementary 
letter, if the information is available to us, as I stated to you before. 

Mr. Srrep. Perhaps we could get at it this way, on the assumption 
of what would be based on general knowledge as to size. Would 
you say that you were first, second, third, or “fourth in the area in 
terms of the amount of business you do in this field ? 

Mr. MacNee. Of the total grocery business, sir, or the total milk 
business ? 


Mr. Streep. Well, both, in terms of how your company would rate 
relative. 


Mr. M. AcNerri. Well, there again, I don’t know, sir, whether we are 


No. 1 or 2, but I would guess we are somew. here between the two 
of them. 
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Mr. Sreep. You would be in the first three, you would say? 

Mr. MacNetw. Yes, sir. 

Mr. Sreep. And it would follow that since you have a position of 
that sort of prominence in the whole grocery ‘field, that it would be 
fair to assume that it followed somewhat the same w ay in the milk 
field ¢ 

Mr. MacNet. Possibly, sir. 

Mr. MacIntyre. If this Boston Record American survey on March 
1, 1958, shows you to be first in the retail trading zone on food, with 
$175,500,000 would you accept that as being reasonably accurate, Mr. 
MacNeil ? 

Mr. MacNett. It may be reasonably accurate, sir. 

Mr. MacInryre. And shows First National in first place in this area. 
You would accept that ? 

Mr. MacNem. I would be honored to accept it, sir. I don’t mean 
that facetiously. 

Mr. Sreep. Were you aware of that published survey? Had you 
seen it before ? 

Mr. MacNet. I have not seen it, sir. 

Mr. MacIntyre. What is your present prices of milk out of stores, 
Mr. MacNeil, in Boston ? 

Mr. MacNem. As of today, the half gallon paper is 45 cents a 
package, and the gallon jug is 83 cents for the contents. 

Mr. MacInryre. 45 cents in half gallon paper ? 

Mr. MacNert. And 83 for the gallon jug. 

Mr. MacIntyre. And how do they compare with prices prior to 
October 1, 1959? 

Mr. MacNett. On September 1, 1959, our retail price was 47 cents 
for the half gallon paper, and 87 cents for the gallon jug contents. 

Mr. MacIntyre. So the present day prices are 4 cents lower on half 

gallon paper and 4 cents lower on glass gallon jugs, than those pre- 

railing immediately prior to October 1? 

Mr. MacNet. As of today, 2 cents lower on the half gallon paper, 
and 4 cents lower on the gallon jug. 

Mr. MacIntyre. What was the occasion of your lowering these 
prices, Mr. MacNeil? 

Mr. MacNem. As of what date, sir? 

Mr. MacInryre. October 1, 1959. 

Mr. MacNett. We did not lower our prices on October 1, 1959, 
sir. We did lower them on October 2, 1959. 

Mr. MacIntyre. What was the occasion of your lowering them on 
October 2? 

Mr. MacNet By reason of a competitive price change whch was 
made in the Metropolitan Boston market. 

Mr. MacIntyre. And that price change was made on October 
made effective October 1? 

Mr. MacNett. Yes, sir. 

Mr. MacIntyre. And you have reference to an announcement of 
a price change by Hood of October 1 ? 

Mr. MacNett. I have reference to a price change which appeared in 
the Boston papers of the evening of October 1. 


Mr. MacIntyre. And that advertised Hood milk at lower prices, 
is that correct ? 
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Mr. MacNem. I don’t recall the specific brand, sir, but it was milk. 
Mr. MacIntyre. Isn’t it a fact that on September 30 officials of 
the Hood Co. notified you that reductions would be made on milk by 
Hood effective October 1 ? 

Mr. MacNen. Yes, sir. 

Mr. MacIntyre. Will you tell the committee about this and what 
was said, and the circumstances ? 

Mr. MacNet. On Wednesday, I believe, September 30, Mr. Noonan 
of H. P. Hood Co. came to my office, somewhere around 11 or noon, 
thereabouts, and informed me verbally that they were reducing the 
cost of milk the following day, October 1, I believe one- -half cent 
a quart. 

Mr. MacIntyre. Did he tell you that that would be reduced for 
Metropolitan Boston ? 

Mr. MacNet. I believe he did, sir. 

Mr. MacInryre. And the advertising that you saw on the evening 
of October 1 specified that the reductions were for Metropolitan 
Boston, is that correct ? 

Mr. MacNee. Yes, sir. 

Mr. MacIntyre. Have you found it to be a fact that in all stores 


where Hood milk has been sold in area 17, prices have been reduced 
comparably ¢ 


Mr. MacNem. What date, sir? 

Mr. MacIntyre. As of October 1. 

Mr. MacNet. We did not make a survey of many stores as of 
October 1. We merely took it for granted that the newspaper ad- 
vertisement of one of our principal competitors at a lower price 
was sufficient. 


Mr. MacIntyre. So on the basis of that you lowered your price in 
all of your stores in Metropolitan Boston ? 

Mr. MacNetu. As of — 

Mr. MacIntyre. On October 2? 


Mr. MacNet.. As of October 2, by the means of a bulletin issued 
to our store managers October 1 to become effective the following 
morning, October 2. 

Mr. MacInryre. I have no further questions, Mr. Chairman. 

Mr. Avery. No questions, Mr. Chairman. 

Mr. Sreep. Mr. MacNeil, on behalf of the committee, I want to 
express my thanks and appreciation to you for your cooperation and 


also regret that we have had to take so much of your time. 
Mr. Mac Nem. Thank you, sir. 


Mr. Sreep. Is Mr. Haseotes here? 

The Chair wants to announce we had subpenaed Mr. Haseotes 
We got through behind schedule. It may be through some misun- 
derst? nding. We are trying to conclude these hearings as soon as we 

can. If he: appears before we finish, we will give him an opportunity 
to be heard. 

The reason I make these remarks, some rather serious statements 
have been made against him, and we wanted to give him any oppor- 
tunity to speak in “his own behalf that he desired before we finished. 
I didn’t want the record to show that we had permitted things to be 


said about some operator, and then had not given him an opportunity 
to speak in his own behalf. 
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Is Mr. Kirk here? 
Do you solemnly swear to tell the truth, the whole truth, and 


nothing but the truth, so help you God ? 
Mr. Kirk. I do. 


TESTIMONY OF ROBERT KIRK, MANAGER, SOUTHERN NEW ENG- 
LAND MILK DISTRICT, SEALTEST FOODS; ACCOMPANIED BY 
STANLEY MASON, MANAGER, SPRINGFIELD MILK OPERATION, 
SEALTEST FOODS 


Mr. Streep. Will you gentlemen identify yourselves for the record ? 

Mr. Kirk. My name is Robert F. Kirk. I am manager of the 
southeastern New England district of Sealtest Foods. 

Mr. Stanley Mason, manager of our Springfield milk operation. 

Mr. MacIntyre. Mr. Kirk, you received a subpena from the chair- 
man of the subcommittee requesting that you produce here certain 
documentary materials regarding the sale and distribution of dairy 
products by the National Dairy Products Corp. Did you bring the 
documents 4 

Mr. Kirk. Yes, sir. 

Mr. MacInryre. How long have you been serving in your position 
as division manager, Mr. Kirk? 

Mr. Kirk. For approximately 2 years, Mr. MacIntyre. 

Mr. MacInryre. In that capacity, you supervise sales in the Spring- 
field, Mass., area, as well as in Hartford, Conn. ? 

Mr. Kirk. Supervise sales is rather broad. As district manager, 
[ have overall responsibility for all phases of the business. 

Mr. MacIntyre. I didn’t catch the last part of that. 

Mr. Kirk. I have overall responsibility for all phases of the busi- 
ness. It is not limited to sales, 

Mr. MacInryre. You are acquainted with the prices at which you 
are selling milk in Hartford and in Springfield, Mass., are you? 

Mr. Kirk. In a broad sense of the word, yes, sir. 

Mr. MacInryre. Well, before’ we get into prices, let me ask you 
this. What is the name of the division you represent in the National 
Dairy Products Corp. ? 

Mr. Kirx. That is a very difficult question, Mr. MacIntyre. The 
name of the division that I represent ? 

Mr. MacIntyre. Yes. 

Mr. Kir«. The northeastern division of Sealtest Foods, of which 
Tama district manager of that division. 

Mr. MacInryre. Well, is it known under some other name? 

Mr. Kirk. It was, yes, sir. 

Mr. MacIntyre. What? 

Mr. Kirk. Well, it was known as the Bryant & Chapman division, 
which includes the Hartford area of Connecticut. It has nothing 
to do with Springfield. 

Mr. MacIntyre. The Bryant & Chapman division of the General 
Ice Cream Corp., wasn’t it? 

Mr. Kirk. Yes, sir. 

Mr. MacInryre. And what relationship existed between National 
Dairy Products Corp. and the General Ice Cream Corp. ? 
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Mr. Kirk. I believe the General Ice Cream Corp. was a subsidiary 
of National Dairy Products Corp. 

Mr. MacIntyre. Is itnow? 

Mr. Kirk. No, sir. 

Mr. MacInryre. What happened to that relationship ? 

Mr. Kiex. You are referring to the relationship between General 
Ice Cream and National Dairy ? 

Mr. MacIntyre. Yes, sir. 

Mr. Kirk. Well, as I understand it, and this is somewhat out of mj 
area, General Ice Cream Corp. as such disappeared, and became the 
northeastern division of Sealtest Foods. 

Mr. MacIntyre. In other words, National Dairy Products Corp. 
simply dissolved the subsidiary corporation, and made what you are 
now operating a division of National Dairy Products Corp., is that 
correct ¢ 

Mr. Kirx. I don’t know whether it is correct or not, Mr. MacIntyre, 
but it sounds like a reasonable assumption. But this is an area I am 
not acquainted with. 

Mr. MacIntyre. And you are handling or supervising the sales 
made by the foods division out of Hartford ? 

Mr. Kirk. In addition to several other responsibilities, yes, sir. 

Mr. MacIntyre. And that includes not only the sales in Hartford, 
but into Springfield, Mass. ? 

Mr. Kirk. Yes, sir. Springfield is just one geographical area in 
this southern New England milk district. 

Mr. MacIntyre. How many divisions does National Dairy Products 
have, do you know ? 

Mr. Kirk. How many divisions? 

Mr. MacIntyre. Different divisions, such as the one you represent. 

Mr. Kirk. I represent a district, Mr. MacIntyre. Is your question 
division or district ? 

Mr. MacIntyre. Well, let us first take districts. How many 
districts ? 

Mr. Kirk. I don’t have the slightest idea. 

Mr. MacIntyre. You don’t know ? 

Mr. Kirk. No, sir. 

Mr. MacIntyre. Do you know how many divisions? 

Mr. Kirk. Seven or eight, possibly. 

Mr. MacInryre. There are more districts than divisions? 

Mr. Kirk. Yes, sir. <A district is a subdivision—a district is an 
internal description of areas of responsibility. 

Mr. MacIntyre. Did you ever know how many districts, or have 
you just lost count of them ? 

Mr. Kirx. It isa number that never carried any interest to me. 

Mr. MacIntyre. You have never known? 

Mr. Kirx. No, sir. 

_ Mr. MacIntyre. Now, in the pricing of fluid milk in your district, 
including the towns that we have referred to, Hartford, Conn., and 
Springfield, Mass., what are your current prices, wholesale, in the 
stores on half-gallon paper ? 

Mr. Kirk. In Hartford, Conn. ? 

Mr. MacIntyre. In Hartford. 

Mr. Kirk. 45 cents. 
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Mr. MacIntyre. 45 cents in Hartford ? 

Mr. Kirx. Correct. 

Mr. MacIntyre. What about Springfield, Mass. ? 

Mr. Kirk. 40 cents. 

Mr. MacIntyre. How long have those prices prevailed 4 

Mr. Kirk. The Springfield price was effective January 1, and is 
currently in effect. 

Mr. MacIntyre. Since January 1, 1960? 

Mr. Kirx. Yes, sir. 

Mr. MacIntyre. And what was it in Springfield prior to January ? 

Mr. Kirx. How far prior? 

Mr. MacIntyre. Well, immediately prior to January 1. 

. Kirx. It was 41 cents. 
. MacInryre. And how long did that prevail—6 months or so? 

Mr. Kirx. That became effective September 3, and prevailed until 
December 30. 

Mr. MacIntyre. How do you account for the differences in prices 
on your products in Hartford and in Springfield ? 

Mr. Kirx. The two markets are completely distinct, aside from 
being in different States. The gallon jug, as far as Massachusetts is 
concerned, was born in Springfield. I believe the witness yesterday 
testified to that effect. As a result of that, I believe we have the 
gallon jug sold through a jug store, we, meaning the industry, ap- 
proximately 2 years before it arrived in Boston. As a result, prices 
have been depressed in the Springfield area for approximately 5 
years. The gallon jug became a legal package in the State of Con- 
necticut on October 1, 1959. 

Mr. MacIntyre. January, did you say, 1959? 

Mr. Kir. October 1, 1959. So the gallon jug, as a package avail- 
able for sale, was not existing. 

Mr. MacIntyre. Is the milk that you sell in Springfield processed 
by your district plant in Hartford? 

Mr. Kirk. Yes, sir; that is correct. 

Mr. MacIntyre. Is it also packaged in Hartford ? 

Mr. Krr«. That is also correct. 

Mr. MacIntyre. And then it is trucked by your district office there 
to Springfield ? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. What is the distance? 

Mr. Kirk. I would say approximately 25 miles from plant to plant. 

Mr. MacIntyre. How long has your company been in the Spring- 
tield market ? 

Mr. Kirk. Approximately 1928. 

Mr. MacIntyre. You are talking now about the General Ice Cream 
Corp., are you not ? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. When did the National Dairy Products Corp. buy 
the General Ice Cream Corp ? 

Mr. Kir. Approximately 1929, sir. This I am not positive of. 

Mr. MacInryre. Approximately what share of the Springfield 
market does the National Dairy Products operation enjoy today? I 
am talking about class I fluid milk sales. That is in terms of per- 
centage of the market. 
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Mr. Kirx. This is an educated guess, Mr. MacIntyre. 
these figures. ‘Ten, possibly. 

Mr. MacIntyre. Well, it is obvious from your testimony that the 
difference in price in H: artford and in Springfield is not accounted 
for by differences in cost, because you package all of it in Hartford, 
and then you transport the Springfield milk to Springfield from Hart- 
ford. So why isthat difference in price? 

Mr. Kirk. Purely and simply based oncompetition. I thought that 
I had described the birth of the gallon jug in the Springfield market. 
This has been there for 5 years. Boston has had this problem a 
great deal shorter time. I think it was stated this morning that a 
gallon jug is 84 cents out of store in Boston today. I believe I recall 
that figure. In Springfield today, up to this morning, as a matter of 
fact, gallon j jugs are 76 cents out of store—out. 

Mr. MacInryre. In Springfield ? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. So, it is your policy whatever that price is to 
meet that competition, or endeavor to do so, is that it ? 

Mr. Kirx. Whatever the price is is a pretty broad statement, Mr. 
MacIntyre. I am not prepared to comment on whatever the price is. 

Mr. MacInryre. Will you state what the limits ought to be to 
the question ? 

Mr. Kir. No, sir; I don’t think I could. 

Mr. MacIntyre. How low would you go in order to meet that 
competition over there ? 

Mr. Kirk. Well, that question would have to be answered when 
the situation arose. 

Mr. MacInryre. How low have you gone in an effort to meet it 
over there ? 

Mr. Kir«. I didn’t hear the last part of your question. 

Mr. MacIntyre. Would you read the question ? 

(The reporter read from his notes as requested. ) 

Mr. Kirk. Are we in Springfield 4 

Mr. MacInryre. Yes. 

Mr. Kir. We didn’t have the gallon jug until approximately 
October 20, 1959, in the Springfield market. 

Mr. MacIntyre. How low prior to that have you gone on half 
gallon paper, in an effort to meet the gallon jug price in Springfield ? 
Mr. Kirk. The questions on pricing information that you ask for, 
beginning May 1, 1959—when we have a price, in-store price on paper 
half gallons of 39 cents, I have no pricing information prior to that 
which you asked for. From May 1, 19! 59, we followed ups based on 

Federal market price, up to our current price of 40 cents. 

Mr. MacInvyre. At the same time, what was your price in Hartford 
on the half gallon paper ? 

Mr. Kirk. Ona specific date, or the whole period, sir? 

Mr. MacInryre. This date of May 1, 1959, when you had the 39 
cents. 

Mr. Kirk. It was 50 cents in Hartford. 

Mr. MacIntyre. 50 cents in Hartford ? 

Mr. Kirk. Yes, sir. 

Mr. MacInryre. What part of the total market in Hartford do yow 
consider that your firm enjoys on fluid milk sales? 


I don’t have 
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Mr. Kir. I don’t have that information, sir. 

Mr. MacIntyre. Well, approximately ¢ 

Mr. Kirk. Possibly 10, again. 

Mr. MacIntyre. How many handleérs are involved there? Would 
it be a dozen ¢ 

Mr. Kirk. Wholesale, retail, both, which one / 

Mr. MacIntyre. Wholesalers. 

Mr. Kirk. Yes; a dozen is a reasonable estimate. 

Mr. MacIntyre. Your company is about the largest of those in- 
volved in that market, is it not ? 

Mr. Kirk. In the Hartford market ? 

Mr. MacInryre. Yes, sir. 

Mr. Kirk. Are you referring to the city of Hartford ? 

Mr. MacInryre. — city of Hartford ; yes, sir. 

Mr. Kirk. No, sir; I don’t believe we are. 

Mr. MacIntyre. Who would be your largest competitor ? 

Mr. Kirk. The Hood Co and the Borden Co. 

Mr. MacInryre. So the three of you would have what portion of 
the market, do you think, combined / 

Mr. Kirk. Asa pure guess—— 

Mr. MacInvryre. Well, you are experienced in that. We would 
like your guess. 

Mr. Kirk. 30 percent, possibly—35 percent. Among the three 
of us. 

Mr. MacIntyre. And the three of you, as you know the trade today, 
on May 1, 1959, were charging 50 cents in half gallon paper in the 
stores ? 

Mr. Kirk. I know that we were, Mr. MacIntyre. What Hood and 
Borden were charging on those dates, I couldn't testify to. 

Mr. MacInryre. Well, you keep up with your competition, because 
you meet your competition in both of these places, Hartford and 
Springfield, don’t you? 

Mr. Kirk. We try very hard to. 

Mr. MacInryre. And to the best of your knowledge you were doing 
so in both places? 

Mr. Kirk. I would have to asume that. 

Mr. MacIntyre. Now, according to the information you have given 
us on this day of May 1, 1959, when you were charging 39 cents a 
half gallon, paper, you were also selling milk at 36 cents a half gallon 
in glass to the stores, in Springfield, is that correct ? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. Now, in addition to that, were there discounts 
allowed your accounts in Springfield ? 

Mr. Kirx. No, sir. 

Mr. MacIntyre. No discounts of any kind—quantity diseount, cash 
discount ? 

Mr. Kirx. Off these prices? 

Mr. MacIntyre. From those prices. 

Mr. Kirk. No, sir. 

Mr. MacInryre. You actually collected and kept that much money 
for your milk ? 

Mr. Kirk. Yes, sir. 
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Mr. MacIntyre. Well, that 72 cents per gallon in two half gallon 
glass containers—is it your testimony that that covered your costs in 
selling and shipping this milk into Springfield on that occasion ? 

Mr. Krirx. Did it cover my testimony ? 

Mr. MacIntyre. No. I say is it your testimony that this 72 cents 
per gallon covered the cost of your sales of milk in Springfield on 
May 1, 1959? 

Mr. Kirk. I don’t believe, sir, that we ever looked at this based on 
our cost in Springfield, adding transportation and the various other 
items making up cost, and arrived at that figure. I think that you 
should realize that our basis of pricing in the Springfield market is 
determined pretty throughly by the Norwood stores. 

Mr. MacIntyre. And without reference to your costs ? 

Mr. Kirk. Without specific reference to our costs. We believe that 
we have to match competition. 

Mr. MacIntyre. And that has been your policy, there, then, to meet 
that competition without reference to your cost ? 

Mr. Kirk. Well—meet it, is, I feel, somewhat debatable. We are 
not meeting it today. I recall our gallon jug, that became available 
to our wholesale customers, on October 20, approximately, 1959, was 
priced so that our wholesale customers could match the Norwood price. 

Mr. MacIntyre. And you followed that policy in order to meet 
competition in that way without reference to your costs, is that correct? 

Mr. Kirx. I don’t believe that we made specific cost studies in this 
particular case. 

Mr. MacIntyre. So you are not prepared, then, to state whether or 
not that was substantially below your cost or not? You just don’t 
know ? 

Mr. Kirk. That is correct. 

Mr. MacIntyre. Has anyone in your company made any suggestions 
that a determination be made for the purpose of determining whether 
you are selling below cost in Springfield ? 

Mr. Kirx. Have they madeasuggestion? May I have the question, 
please ? 

(The reporter read from his notes as requested. ) 

Mr. Kirk. No, sir; no one has made any such suggestions. Some 
time ago, in Springfield, we were faced with a very difficult situation. 
We could have maintained our prices and watched our business com- 
pletely disappear, literally disappear, or we could have reduced our 
prices to simply remain competitive. We elected the latter course. 

Mr. MacIntyre. Well, let me put it another way. If, on your sales 
in Springfield, at 72 cents per gallon, you were covering your cost, 
you would acknowledge that you were making a considerable profit 
on your sales in Hartford, would you not? 

Mr. Kirx. Not necessarily; sir. Our costs in Hartford, ultimate 
final costs, are far higher than they are in Springfield. Someone 
commented yesterday on the difference between 6-day delivery and 
7-day delivery on retail. We operate 6 in Springfield and 7 in 
Hartford. 

Mr. MacIntyre. We understood your testimony to be to the effect 
that the milk you are selling in Springfield is packaged and processed 


by — plant in Hartford, along with the milk that you sell in Hart- 
ord. 
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Mr. Kirx. That is right. 

Mr. MacIntyre. And then you go to the additional expense of 
shipping it by truck to Springfield and there selling it. So, therefore, 
I repeat my question. If you are breaking even or better on your 
sales in Springfield, you are making a substantial profit on your milk 
in Hartford, isn’t that correct ? 

Mr. Kirk. Yes, sir. It depends upon what stage of the entire milk 
distribution business you want to pin down as to cost. If you are 
talking about, as these products come out of the end of the filling 
machine, and this bottle goes to Springfield, and that bottle goes to 
Hartford; yes, sir, the costs at that stage of the game are identical. 

Mr. MacInryre. And you are selling one of the bottles at sub- 
stantially less price than you are selling the other one. That was 
true May 1, 1959, : and it is true today, isn’t it ? 

Mr. Kirx. It was in May 1959. I will have to check. 

Yes, sir. The differential has been greatly reduced between May 
1959 and today. 

Mr. MacIntyre, There still isa substantial differential ? 

Mr. Kirx. There is a differential. 

Mr. MacIntyre. And the milk comes out of the same machine in 
Hartford, bottling machine ? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. Have you supplied the committee with all of the 
documentary m: terials that you w ere requested to supply ? 

Mr. Kirk. I trust that you will find them in order. 

Mr. MacIntyre. Mr. Chairman, I request that the pricing schedules 
submitted to the committee by the witnesses be included in the record 
as a part of their testimony. 

Mr. Steep. So ordered. 

(The schedules referred to are as follows :) 


SEALTEST Foops Division, NATIONAL Darry Propucts CorP.—RESPONSE TO GROUP 
2 OF SUBPENAS DATED FEB. 13, 1960, TO Ropert KiRK AND STANLEY MASON 


Group 2a.—Springfield, Mass., wholesale milk prices 





1959 


Aug. 4 | Sept. 1| Sept. 3| Oct. 20) N 


Homogenized vitamin D: 
Glass, gallon 
Paper, half gallon 
Glass, half gallon 
Paper, quarts_- 


Buttermilk, paper, qué arts 

Skim milk, paper, quarts___ 
Chocolate, paper, quarts__-. 
Choelate, paper, half pints__ 
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GrouP 2a.—Springfield, Mass., retail milk prices 


[Cents] 





Homogenized, 
D, glass: 
Gallons__..--- 
Half gallons_ 
Quarts peu 
Sealtest select, glass: 
Quarts 
Half gallons--_. 
Creamline, glass: 
Half gallons 
Quarts i 
Buttermilk, 
quarts 
Skim 
quarts 3 
Chocolate milk, paper, 
quarts 


Vitamin 


| 54.0 


paper, 


milk, paper, 


44.0 
29.0 


0} 


7.0 


23.0 
28. 0 


56. 0 


July 1 


46.0 


30.0 | 
31.0 | 


44. ( 


28.5 
27.0 
24.0 


29.0 





29. 


Aug. 1 


1959 


| 





Aug. 4 


156. 0-46. 


| 


30. 


Oct. 26 


Sept. 1 


Oct. 20 


55. 0-45. 


31.0 
32 


30.0 


1 54 cents for Ist half gallon and 44 cents for each additional half gallon per delivery. 
2 Item discontinued about July 1, 1959. 


Group 2b.—Hartford, Conn., wholesale milk prices 





May 1 |June15| July 1 | Aug. 1| Sept. 1} Oct. 1 | Dee. 14 


Creamline, paper, quarts__- .-|$0.245 ($0. 25 $0.26 | $0.265 | $0. 275 


Plain homogenized: 


Paper, pints 

Paper, 10 ounces. 

Paper, half pints 

10’s_. Se. 

. 

10’s ao 
Homogenized, vitamin D: 

Paper, quarts : 

Paper, half gallons 

Glass, gallons_.__ 
Chocolate, paper: 

Quarts 

Pints- 

10 ounces 

Half pints 
Buttermilk: 

Paper, quarts_..._._- 

40’s, per can on 
Skim milk, paper, quarts__ 


255 
. 140 


. 0975 


. 26 
. 1425 
.10 
. 08 


7 


a 

. 1475 
. 1033 
. 0825 


280 


. 1475 
. 1033 
. OR25 


. 24 
3. 80 
. 235 


. 275 
15 


105 | 


. 084 

. 26 
26 

. 26 


975 


ald 
. 54 


. 285 
15 

.105 
- OR4 


. 245 
9. 00 
. 24 


. 285 
. 155 
. 108 
. O87 | 


97 
| 
97 


.27 


. 285 





SMALL BUSINESS PROBLEMS IN THE DAIRY INDUSTRY 


Group 2b.—Hartford, Conn., retail milk prices 
[Cents] 





1959 


i ' 
May 1 | June7 | July 1 | Aug.1 | Sept. 1 | Nov.15 Dec. 16 





Creamline: 
GRO GIR tact woeseianess 430. 
es Ns siias cccepashicincdatcncininie 31. 
Homogenized, vitamin D: } 
Ns TN io scontnetcmmnen 27.5 | 28. 5 29. 5 é 31. 
Paper, quarts | é } { d 32. 
Glass, half gallons__.._...-.--|54.0-£ 56. 0-50. 0 |58. 0-52. 61. 0-55. 
Paper, half gallons_--.._- 5 ) 
Guernsey: 
Vitamin D, glass, quarts_-_-_--.| 
ro ney ns oe prma ad 
C hoeols ate, es qui arts. 


Skim milk: 
CS eee 
go, eer ee | 


a 

Mr. Sreep. Mr. Avery, do you have any questions ¢ 

Mr. Avery. I believe not, Mr. Chairman. 

Mr. Streep. Does your company have any policy that would differ- 
entiate between one company or another as to the share of the market 
it had when you made this determination that you were meeting com- 
petition? In other words, if a very small oper ator cut the price, would 
you consider that to be the type of competition that you would meet 
under your policy of meeting competition, or do you have a fixed 
policy on it, or do you wait until a substantial part of the industry 
has cut prices before you feel like it was your policy to meet it ? 

Mr. Kirk. You commented on a very small competitor cutting 
price, “Would we jump in and follow it down?” Is that the question / 

Mr. Streep. Yes. We have had testimony that showed where a large 
part of the industry cut the price, of course, that was obviously so 
competitive that anyone's policy in trying to meet the price would 
automatically follow it. Then we have had testimony that if some 
price was cut by some very small operator, it only made a very small 
impact on a given market area. Between these two situations, what 
would be your company’s policy ? ¢ Would you consider any cut com- 
petition sufficient to meet, or would it have to be a substantial impact 
on the market ? 

Mr. Kirk. Well, in the first place, Mr. Steed, my company has no 
such policy. This is determined in a local market. Is that clear? 
There is no overall position on this thing. 

Mr. Steep. Would it be fair to assume that there could be a situation 
where a price cut by a very small operator would cause a reaction by 


your company in one instance where it might not in another instance, 
then ? 





Mr. Kir. I think that is a reasonable assumption, sir. 

Mr. Steep. Mr. Avery? 

Mr. Avery. I have no questions. 

Mr. Kirk. I don’t believe I answered the second part of your ques- 


tion. If an individual store cuts the price of milk, we are not terribly 


concerned about that. Ifa jug operator comes into a market via radio, 
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television, and actual page newspaper ads, as an individual he is very 
small, but his impact on the market 1s very large. 

Now, if I may raise a point that was raised twice yesterday, listen- 
ing to it in the audience if I misunderstood it I would like to straighten 
it out in the event you misunderstood it—I heard it stated quite em- 
phatically that there are three operators in the Springfield, Mass., 
market. I would like to point out that 5 years ago there were ap- 
proximately 30 dealers in the Springfield market. Today there are 
30 dealers. One reasonably good sized dealer has gone out of business. 
And I thought both Mr. Avery and Mr. Roosevelt yesterday ques- 
tioned the witness about that number of milk dealers. 

Mr. Streep. We are very glad to have that information. I person- 
ally had assumed what they meant is that there were three major 
dealers, and we always assume there might have been some smaller 
ones. But for the sake of our record, I appreciate your making this 
correction, because, otherwise, it would give a false impression, be- 
cause if my memory serves me correctly later on the question was 
asked then when the monopoly, or near monopoly of the three com- 
panies prevailed, prices didn’t go back up. I think that in both cases 
the assumptions were based on that first statement. 

Mr. MacIntyre. On that point, if I may, in view of your answers 
to the chairman, you would say that there is still a competitive situa- 
tion, then, in Springfield ? 

Mr. Kies. That is the understatement of these hearings, Mr. Mac- 
Intyre. Yes, sir, there is very definitely. 

Mr. MacIntyre. And would it be correct to sum up your testimony 
in this way—that your pricing policies which you have been following 
will be continued as long as that competitive situation continues ? 

Mr. Krr«. As long as the competitive situation continues—I trust 
that is forever. 

Mr. MacIntyre. Your answer is in the affirmative? 

Mr. Kirk. Yes, sir. 

Mr. MacIntyre. That is all. 

Mr. Sreep. Well, gentlemen, on behalf of the committee, I want 
to express our appreciation to you for your cooperation and your 
presence and your assistance here. 

Once again, the Chair would like to inquire if Mr. Haseotte is 
present. 

Is Mr. Donald A. Grant present ? 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Grant. I do. 


TESTIMONY OF DONALD A. GRANT, PRESIDENT, NORWOOD’S, INC., 
NORTHAMPTON, MASS. 


Mr. Steep. Mr. Grant, will you identify yourself for the record ? 

Mr. Grant. I am Donald Grant, president of Norwood’s, Inc., of 
Northampton. 

Mr. MacIntyre. How long have you been in that position, Mr. 
Grant? 

Mr. Grant. 1937, I believe. 
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Mr. MacIntyre. Is a part of the business of the Norwood Ice Co. 
the sale of milk in glass gallon jugs in Springfield ? 

Mr. Grant. It is. 

Mr. MacIntyre. How long has it been so engaged ? 

Mr. Grant. I believe we went into Springfield either the fall of 
1954 or the winter of 1955. I can’t remember the exact date. 

Mr. MacInryre. Is that the principal market for the marketing of 
milk in glass gallon jugs of the Norwood Ice Co. ? 

Mr. Grant. In this so-called Springfield marketing area, yes. 

Mr. MacIntyre. Does it have any other market ! 

Mr. Grant. Yes. We are in some non-Federal markets. We are 
in the Greenfield market. We are in the Pittsfield market. 

Mr. MacIntyre. But practically all of your milk is sold in the 
Springfield area, is that correct ? 

Mr. Grant. A large percentage—the large percentage of it. 

Mr. MacInryre. And the method of your distribution there is 
through retail stores owned and operated by you? 

Mr. Grant. That is correct. 

Mr. MacInryre. Any other method of distribution 4 

Mr. Grant. None. 

Mr. MacIntyre. How many stores ? 

Mr. Grant. Forty-three. 

Mr. MacInryre. What is the price of milk today through those 
stores in glass gallon jugs ? 

Mr. Grant. 76 cents for the milk—by the gallon, and 41 cents by 
the half gallon. 

Mr. MacIntyre. 76 and 41. And how long has that price pre- 
vailed ? 

Mr. Grant. Since the first of January, I believe. 

Mr. MacIntyre. What was the price in your stores May 1 last 
fear ¢ 
: Mr. Grant. I don’t know. 

Mr. MacIntyre. You don’t have any recollection ? 

Mr. Grant. No. The only observation that I could make on that, 
that it was at a higher level than it is now over the Federal market 
price—the cost of the milk. I would assume three to four cents a gal- 
lon more than the existing spread. 

Mr. MacIntyre. Than the existing spread. 

Mr. Grant. Today. 

Mr. MacIntyre. In addition to being president of Norwood Ice, 
are you part-owner? 

Mr. Grant. Yes, Iam. 

Mr. MacIntyre. You and who else? 

Mr. Grant. It is a corporation. 

Mr. MacIntyre. Closely held ? 

Mr. Grant. Yes, itis. Very close. 

Mr. MacIntyre. The stockholders number as many as five? 

Mr. Grant. No, they won’t. 

Mr. MacIntyre. Members of your family ? 

Mr. Grant. With one exception, an employee. 

Mr. MacInryre. According to information in the possession of 
the committee, as well as that presented here in oral testimony, Mr. 
Grant, the Norwood Ice Co., over the past 5 years, has suffered heavy 
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losses as evidenced by certificates it has filed with the Secretary of 
State. Are you acquainted with those certificates ? 
Mr. Grant. I am. 


' nes M. AcIntyre. Is that information correct, that it did run heav 
deficits ¢ 
Mr. Grant. According to the reports in the Secretary of State. 
Mr. MacInryre. You filed those, didn’t you ? 
Mr. Grant. Yes, we did. 
Mr. MacIntyre. You made accurate statements ? 
Mr. Grant. According to the way they requested in the Secretary 
of State’s office. 
Mr. MacIntyre. According to those statements that were thus 
filed by you, over a period of 1950 to 1957, what would have been the 
total losses shown ? 


Mr. Grant. I don’t know. I don’t pay any attention to that state- 
ment, 


Mr. MacInryre. It would run into several hundred thousand dol- 
lars, wouldn’t it? 

Mr. Grant. Itcould. But I don’t know. 

Mr. Mactnryre. According to the testimony given to the commit- 
tee, a considerable amount of these deficits were made up in some way 
or another over the past year or year and a half. Can you explain 
to the a how that was done ? 

Mr. Grant. Well, from a dollar and cents standpoint, we are pay- 
ing an income tax to the Federal Government, we are paying an in- 
come tax to the State government—I never lose money. So I can’t 
make up something I didn’t lose. 

Mr. MacIntyre. How does that account, then—how does that co- 
incide, then, with the statements filed with the Secretary of State 
showing the heavy losses, deficit ? 

Mr. Grant. I can’t answer that without talking to an accountant. 
The only thing I watch is tax reports. 

Mr. MacInryre. Well, when you have deficits, who watches as to 
where and how to get the money to make up the deficits ? 

Mr. Grant. I am the one that watches the finances, and I don’t 
have deficits. 


Mr. Sreep. Are you talking in terms currently, or have you had 
deficits? 

Mr. Grant. We operate several divisions, Mr. Chairman. I only 
know of one loss we have had. I only know of one specific loss in 
the last—we are talking about now 1950 to 1957 ? 

Mr. Steep. Yes, sir. 

Mr. Grant. We set up a separate division in 1957 due to competi- 
tive conditions in the milk market—we set up a separate division to 
supply ourselves with milk. We set up a large cow farm. That 
farm. That division dropped $130,000 in 1957. But the rest of our 
operations showed a good healthy profit. 

Mr. Streep. Do you still have that division ? 

Mr. Grant. W e closed it out. We don’t run it and show losses 
like that and stay in business. 

Mr. MacInryre. Mr. Grant, I would like to show you a statement 
here on your financial situation. It is slightly more than a year old. 
T ask you to look at that and tell us whether it is reasonably correct. 

Mr. Grant. No, this is not even reasonably correct. 


Jy 
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Mr. MacIntyre. That is by Dun & Bradstreet, isn’t it ? 
Mr. Grant. I have never given Dun & Bradstreet a report in my 
life. 

Mr. MaclInryre. You did file these’ with the secretary of state, 
though, didn’t you—documents of which these are photostats ? 

Mr. Granv. I assume that we filed—this is my name, so we had to 
file it. 

Mr. MacIntyre. Your name appears on those? 

Mr. Grant. Yes, sir. 

Mr. MacIntyre. Now, will you examine those? They are for sev- 
eral very recent years, inc luding 1957. Tell us whether or not the 
statements of condition show thereon are reasonably correct as you 
filed them. 

Mr. Grant. I would say they are as they request them to be filed 
here. 

Mr. MacIntyre, In other words, you recognize and identify those 
as copies of statements you filed with the secretary of state ? 

Mr. Grant. I do. 

Mr. MacIntyre. And you did the best you could in accurately set- 
ting forth the statements of condition of your company ? 

Mr. Grant. As they request them on here. 

Mr. MacInryre. Mr. Chairman. I ask that these documents be ac- 
cepted for the files of the committee, for the committee’s consideration, 
in the writing of a report to the House of Representatives on these 
hearings. 

Mr. Steep. That is so ordered. 

Mr. Grant, since you keep qualifying your answer by saying, “As 
they request them,” do you mean that if you had made up a financial 
statement for yourself, for your own determination, the facts and 
figures might have been different than you show here ? 

Mr. Granr. They certainly would be. 

Mr. Streep. Could you enlighten us just a little bit ? 

Mr. Grant. I can’t give you all the points. But I could just take 
one particular thing. 

According to Federal and State, but more particularly Federal tax 
laws, we are allowed to use accelerated depreciation. So from a state- 
ment like this, we will jam through everything that the law allows us 
on accelerated depreciation. When we go into a bank statement, or 
go into ours to look at our operations, we will take the true life of 
that. In other words, say specifically we were talking of an item that 
had a 15 year life, we might set that up as one-fifteenth in our own 
financial statement, But on accelerated, we would accelerate every- 
thing we could the first or second or third year, to generate cash to 
pay for it, which would make us show low earnings on that statement. 

Mr. MacIntyre. Could you inform the sube ommittee the method 
you used in bringing your accounts current with the New England 
Milk Producers Association within the last year and a-half? 

Mr. Grant. I don’t understand the question, sir. 

Mr. MacIntyre. We have testimony here the day before yesterday 
to the effect that you did owe the New England Milk Producers Asso- 
ciation a rather substantial amount of money, up until about a year 
and a half. But due to some method that was utilized, that was 
brought current—that is, the account was brought current. Now, 
could you explain to the committee how that was done ? 
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Mr. Grant. No secret to that at all, sir. I have testified here that 
I dropped $130,000 on the cow farm alone. I owed money, and I 
have to pay it. I pay my bills. But I made a hell of a profit last year, 
soI paidthem. I am up to date with them. 

Mr. MacIntyre. That was off of your cow farm, you say ? 

Mr. Grant. I lost money on the cow farm. I didn’t lose money in 
my store operation or my oil operation or the other operations I have. 

Mr. MacIntyre. Your operations, then, have been integrated in the 
past in farming and in distribution of milk ¢ 

Mr. Grant. Each one operates as a division within the company. 
We run separate cost records on everything. 

Mr. MacInryre. And the losses you incurred, then, in those years, 
you allocated back to your farming operation ? 

Mr. Grant. That is right. 

Mr. MacIntyre. That is all, Mr. Chairman. 

Mr. Streep. Mr. Grant, we have had many operators come here and 
tell us about their difficulties of staying in business due to what they 
term the unstable condition in New England of the milk industry. 
And they tell us about the financial difficulties you were in some 
months ago. And you complain about the tax take from your busi- 
ness being unusually heavy. And now you say that you had such a 
good year that you could pay off these rather substantial accounts. In 
the light of all that, how is it that you are able to make so much 
money in a situation where everybody else says they are going broke? 

Mr. Grant. Mr. Chairman, I have no monopoly on the gallon jug 
business. I have no monopoly on money or brains or anything. I 
just went out to Lawson’s in Akron, Ohio, and copied his idea and 
brought it back here, and it works. You can make a lot of money on 
it. Right now our price of milk is 5 cents a gallon too high. I don’t 
know about anybody else’s costs. But my price instead of being 76 
cents should be 71 cents today. So I am making too much money. But 
I can’t lower my price. I am not in the same position as the rest of 
these fellows. And I don’t know what anybdy else’s cost is. All I 
know ismy own. But I can’t lower the price of my milk. 

Mr. MacIntyre. Why can’t you? 

Mr. Grant. I am operating under a superior court injunction. It 
says I must sell a certain price above my cost. 

Mr. MacIntyre. How much above your cost? 

Mr. Grant. I have to sell 22 cents above the Federal market price. 

Mr. MacIntyre. And that is based upon a determination that you 
were selling below your cost, isn’t it ? 

Mr. Grant. No. I was never convicted of selling below my cost. 
The milk board tried to say I was, but they never proved it. The su- 
perior court didn’t agree with them. 

Mr. MacIntyre. But the injunction is based on some finding that 
you were selling below your cost ? 

Mr. Grant. No, sir, that is not true. 

Mr. MacIntyre. Well, then, why do we have the injunction ? 

Mr. Grant. Because my counsel and the counsel of the milk board 
made a “gentlemen’s agreement,” and they went in to the judge and 
the court, and they both put their story up, and decided to let me oper- 


ate as long as I would sell 22 cents above my cost, and that is what the 
milk board told them I had to sell at. 
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Mr. MacIntyre. You became a party to that agreement ? 

Mr. Grant. I certainly did. 

Mr. MacIntyre. And that was to get rid of the litigation alleging 
you were selling below cost? 

Mr. Grant. No. It was to get the milk board off my back. 

Mr. Avery. Just to confirm, the way I understand you operate, you 
have but one corporation to make an earnings tax return, but different 
divisions within that one corporation ? 

Mr. Grant. That is correct, sir. 

Mr. Avery. And the only division, according to your testimony, 
that lost you any substantial amount of money, was the division you 
identify as your cow farm ? 

Mr. Grant. That is right. 

Mr. Avery. And you have subsequently liquidated that division ? 

Mr. Grant. We were allowed by Federal law to take that full loss 
on our tax report. It is all gone. I haven’t anything more to take 
losses on. 

Mr. Avery. I understand. I am not making any contention about 
that. 

Now, when did you liquidate that particular division you describe 
as a cow farm ? 

Mr. Grant. I ran it 1 year, and I think I ran it in 1957. Sol would 
start liquidating it at the end of 1957. 

Mr. Avery. Do you have a capital gains tax on your liquidation? 

Mr. Grant. Gosh, no, I lost my shirt over there. 

Mr. Avery. You can lose money in an operation and still have capi- 
tal gains tax on the liquidating. 

Mr. Grant. I got a lot of my money back as I took it to court. Now 
I have to pay taxes on all my money I got back. 

Mr. Avery. And your corporation, if I understand your testimony 
right, has shown a profit in each year for the last 10 years at least. 

Mr. Grant. My corporation is 100-and-some-odd-years old, and I 
never knew, except on the cow farm, of losing money. 

Mr. Avery. That is just a division. That wasn’t the corporation. 
My question is the overall corporation, the Norwood’s, Inc., for the last 
10 years, has shown a profit on their operation ¢ 

Mr. Grant. From our standpoint, yes, and we have paid taxes. 

Mr. Avery. According to your income tax returns / 

Mr. Grant. Yes. 

Mr. Avery. That is all. 

Mr. Steep. From whom do you buy your raw milk now? 

Mr. Grant. Farmers, milk producers in western Massachusetts. 

Mr. Srezp. Do you still do business with the co-op ? 

Mr. Grant. Sure. If I ever ran out of milk—I have an agreement 
with them, if I need extra milk they will get it for me—if I need pow- 
der or cream. 

Mr. Streep. And your purchases from the co-op, what is your 
policy—how often do they bill you and do you make payment for the 
milk, daily ? 

Mr. Grant. They bill me weekly. J have an agreement with them— 
I guess it is no secret. After the third week invoice, I run 3 weeks, 
and I pay that invoice at the end of the third week, so they will have 
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the money to pay the Federal or pay the farmers. 
invoices, I run 30 days. 

Mr. Streep. Now, when they say your accounts in that regard are 
current, we would be right in considering that your 

Mr. Grant. That is correct, I am current with them. 

Mr. Sreep. You are not beyond that regular period ? 

Mr. Grant. That is right. But it is a small percentage of our buy- 
ing now, sir. Probably I would say 95 percent of our milk is coming 
right off the farms, and we pay the same as everybody else, according 
to that Federal order. 

Mr. Streep. When the representative for the co-op was testifying, 
about this time that you were in arrears with them on the milk you 
had bought from them, it is my understanding that he said that be- 
cause of this situation, they went into our company and either made 
suggestions or required changes in your policies and operations to help 
get. you back in current position with the co-op. Do you recall any 
such / 

Mr. Grant. That is partly correct, sir. There are two ways to look 
at that. 

I owed them a lot of money, and I admit it. I owed other people 
money. So everybody that I owed, I went to and told them the fix 
I was in, and if they allowed me to work with them, and whatever 
suggestions they had, I would follow. They had some suggestions. 
They should have had. They had a lot of money involved here. And 
they had a right to see what I was doing, and to see that I was operat- 
ing soundly, and also to see that they got paid back. And we followed 
their suggestions. 

Mr. Streep. What were some of their suggestions? 

ae Just make money and pay them back. That is what 
we did. 

Mr. Streep. Does that mean that they felt you were—— 

Mr. Grant. We submitted them a financial statement every month 
of our operation, how much profit we showed every month, from a 
certified public accountant. 

Mr. Streep. When they suggested you start making money instead 
of losing money, did that suggestion include the fact that they thought 
your price of your milk after you processed it was too low? 

Mr. Grant. No, they knew all about the cow farm. They were in 
on the whole thing. They knew what happened over there and they 
knew how much money we lost. 

Mr. Streep. Did they insist you get rid of the cow farm? 

Mr. Grant. They didn’t have to. I got rid of it myself. 

Mr. Steep. Then why would they have to make any suggestions? 

Mr. Grant. Because I owed them a lot of money. 

Mr. Sreep. Did any of the suggestions with the co-op result in 
you raising your prices ? 

Mr. Granr. I think—I have to go back—if I had some records 
here. I didn’t know what you were going to ask me today. 

I think, if I am not mistaken, 2 years ago we raised our price 6 
cents a gallon more so we could pay off fast. I know we raised it 
some, but I can’t remember the exact amount. 

Mr. Streep. Did you go to any bank for financial aid through loans 


or something like that, to help extricate yourself with this temporary 
situation the cow farm got you into? 


On my cream 
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Mr. Grant. No, I didn’t. 

Mr. Steep. You paid it all out of earnings? 

Mr. Grant. Sure. 

Mr. Sreep. Well, it is refreshing to have at least one person come 
in here and say that you can still make money in the milk business. 

You almost seem to be in a class by yourself, compared to the 
stories we have heard here. 

Mr. Avery. Mr. Grant, one further question. Mr. Steed’s ques- 
tions suggested this to me. Did I understand you to say except for 
the milk that you buy occasionally from the New ingland Milk 
Producers Association, the rest of your milk you buy in western 
Massachusetts ? 

Mr. Grant. Yes, we have five farmers in Vermont. All the rest 
of them are western Massachusetts. 

Mr. Avery. And do those farmers all live in areas under a Fed- 
eral marketing area ? 

Mr. Grant. No; they don’t. 

Mr. Avery. They do not. Are any of them under a Federal 
marketing order ? 

Mr. Grant. We automatically—by us buying it—I am giving you 
the wrong information. By us being a F ederal plant, they automati- 
cally come into the Feder al control. But some of those farmers live 
in a State retail market, but we pay them the Federal price, because 
any time we bring milk into our plant, we are a Federal plant. 

Mr. Avery. All the milk you buy, then, is bought under a price 
established ie a Federal marketing order? 

Mr. Grant. 100 percent. 

Mr. Avery. Allright. Thank you. 

Mr. Sreep. Mr. Grant, on behalf of the committee I want to ex- 
press our appreciation to you for your cooperation and presence here 
and your testimony. 

I am sorry we have run behind schedule. We hope we have not 
taken you away from your business too long. 

Mr. MacIntyre. Mr. Chairman, in view of the ruling earlier about 
the relationship of A. & P. and Hood, I would suggest that there be 
excused from the subpenas Mr. Ellsworth Sherin, and Mr. Regan 
of Elm Farms, and Mr. Arthur Norris and Mr. Harry Goldman 
of Stop ‘N Shop, so that they can be excused from appearing. 

I don’t have anything bey ond what would fall within that. ruling 
we had this morning. 

Mr. Streep. Well, in the line of tre ating everybody as nearly the 
same as we can, and because of the matter of going into confidential 

matters, we will excuse these gentlemen from appearing before the 
committee at this time. 

Now, one final effort. The Chair again would like to inquire is 
Mr. Haseotes present ? 

The Chair would like to state that these hearings have developed 
some what we consider rather serious charges involving Mr. Haseotes 
and hiscompany. We are not prosecutors. We always feel that any 
company or person who has been mentioned during these hearings 
should have an opportunity to make any remarks in their own behalf 
they see fit. We are sorry that our schedule has run overtime, and 
that we have not been able to hear our witnesses at the time specified. 
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He was subpenaed. He did appear yesterday and presented some 
material to the committee. We are very sorry that he is not here 
today to appear in person. 

Any other interested party in the New England milk industry, 
after reflecting upon these hearings, if you feel that you would like 
to make any statement for our record, we will keep it open for a while. 
And if it meets all the other terms of the evidence and testimony 
we take, it will be included in the record. We want to keep the record 
open to that extent in the sense of fairness. 

We don’t want any adverse testimony, erroneous testimony, or not 
fully explained testimony here that might reflect on any corporation 


or individuals to go unanswered if the offended party wants to bring 
the record into balance. 


Since that concludes the 

Mr. Avery. Mr. Chairman, I would like to inquire. Has Mr. Hase- 
otes been excused from his subpena ? 

Mr. Streep. He has not. 

Mr. Avery. That is all. 

Mr. Streep. The Chair is inclined to be tolerant on that point, due 
to the fact that our schedule is out of balance through no fault of his. 

Mr. Avery. Well, Mr. Chairman, I certainly agree with you. But, 
on the other hand, I think probably a dozen witnesses in this room 
had the indulgence to stay over today without any specific direction 
or invitation. And I would have thought Mr. Haseotes might have 
accorded the committee the same consideration. 

Mr. Sreep. Well, of course, under the power of subpena, we could 
require him. However, we always try to lean over a little back- 
ward and not to get into that position. We realize that we have 
taken up more time of a lot of very busy men than we had planned 
to do. And I want to again publicly express our appreciation for 
the indulgence and p: itience all these witnesses have granted to us— 
with this one exception—I think that they are entitled to the most 
sincere expression of appreciation on the part of the committee that 
we can make. 

Since this concludes the witnesses that we had desired to hear at 
this stage of the inquiry, the Chair will declare these hearings ad- 
journed, and further consider ation of this matter will follow at a date 
to be set in Washington. 


(Whereupon, at “11:45 a.m., the committee recessed, subject to the 
call of the Chair.) 


| Following the adjournment of the hearings in Boston, Mass., 
February 19, 1960, representatives of the special subcommittee com- 
municated with Mr. Demetrios B. (Jim) Haseotes, manager, Cumber- 
land Farms Dairy, Inc., Boston, Mass., with a view to arranging for 
a conference between him and representatives of the special subcom- 
mittee for the purpose of securing from Mr. Haseotes information 
about the operations of Cumberland Farms Dairy, Inc., and Cumber- 
land Farms, Inc. Asa result of these communications, arrangements 
were made with Mr. Haseotes which resulted in a conference in Wash- 
ington, D.C., March 9, 1960. A verbatim record of that conference 
was made in affidavit form, and after it was reviewed and considered 
by the special subcommittee, it was ordered to be printed as a part of 
the record of the special subcommittee’s hearings in Boston, Mass., 
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February 17, 18, and 19, 1960. Therefore, the record of the conference 
appears as follows :] 


MEMORANDUM OF CONFERENCE WITH Mr. DEMETRIOS B. (JIM) HASEOTES, MANAGER, 
CUMBERLAND FARMS Dalry, INc., BOSTON, MASs. 


Time: 3 p.m., Wednesday, March 9, 1960. 

Place: Room 128 House Office Building, Washington, D.C. 

Present: Mr. Demetrios B. (Jim) Haseotes, manager, Cumberland Farms Dairy, 
Ine.; Mr. Everette MacIntyre, general counsel; Mr. Brooks Robertson, re- 
search analyst. 

Mr. MacIntyre. Mr. Haseotes, as you will recall from the correspondence we 
have had with you, this conference has been arranged as a result of the letters 
and telephone conversations had with you and as confirmed by my letter to you of 
February 26, 1960, copy of which is attached. 


ExHIsIT 1 


This, as you will recall, arose, in part, as a result of your letter to me under 
date of February 23, 1960, copy of which is attached as exhibit 2. 


ExHIBIT 2 


As was pointed out to you in the course of my communications with you over 
the telephone and through correspondence, the purpose of the conference would 
be to secure additional information from you about Cumberland Farms, Inc., 
for submission to Hon. Tom Steed, the chairman of the special subcommittee, 
and other members for their study and consideration, following which you would 
be informed of any decision by the special subcommittee for a public hearing or 
other action respecting Cumberland Farms, Inc. 

With that explanation of how the conference has developed and its purpose, 
I would like first to ask if you have any statement or any other information 
you would care to submit for inclusion into the record of this conference. 

Mr. Haseores. Yes; I have. I would like to give you the background of how 
Cumberland Farms came to start and how it developed. Cumberland Farms 
is a Massachusetts corporation and was founded in the beginning of the year 
1958, approximately January 1, and was opening for business——— 

Mr. MacIntyre. If I may interrupt there, Mr. Haseotes, I would like to ask 
you to state whether or not what we are able to mark as exhibit 3—A and B is 
a statement of the different corporations affiliated with and involved in the 
operations of Cumberland Farms Dairy Stores, Inc. 

Mr. Hasgores. Yes; Cumberland, Inc., Farms is owned by the Haseotes fam- 
ily—my mother, father, my brother Byron, my brother George, and myself. 

Mr. MacIntyre. We will have this in the record so that it will explain who 
all of these people are in each corporation, and because of all the information it 
contains. 

Mr. Hasgores. This sheet is an outline of the corporate structure of the vari- 
ous corporations owned and controlled by the Haseotes family. The second 
sheet is store locations—of stores combining some of the corporations. 

Mr. MaAcINtTyrE. Now if I may continue while you are on that subject, this 
exhibit 3-A shows the nature of the business of each and which operates retail 
outlets. Second, V. S. H. Realty, Inc., holds real estate used by the various 
corporations. Third, Cumberland Farms Dairy is a corporation which owns and 
operates dairy plants. Cape Cod Farms. Inc., operates retail stores. The 
Commonwealth Dairy Stores, inc., is one that operates retail outlets. Cumber- 
land Farms, Inc., is sixth on page and operates a dairy processing plant? 

Mr. Haseotes. That is correct. 

Mr. MacIntyre. All on exhibit 3-A? 

Mr. HASEOTEsS. Yes. 

Mr. Macintyre. The plant of Cumberland Farms Dairy, Inc., is a Rhode Is- 
land corporation and is located at Woonsocket, R.L? 

Mr. HASsEoTES. That is correct. 

Mr. MacIntyre. And that processing plant of Cumberland Farms, Inc., is a 
processing plant located in Boston, Mass.? 

Mr. Haseores. That is correct. 
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Mr. MacIntyre. Will you proceed. 

Mr. HaAseoTes. Cumberland Farms, Inec., was founded in January 1958 as a 
Massachusetts corporation and started doing business in March 1958. It started 
out as a processing plant, supplying milk to three stores. We opened in the 
Boston marketing area. If you want me to lead up with a brief history of 
the business from the beginning when we started as a family company and 
develop it through the years to 1958——— 

Mr. MacIntyre. In outline. 

Mr. HAseotes. To go back to the beginning. The business started by my fa- 
ther in 1989 with one cow and a calf and developed whereby in 1946 we had about 
35 or 40 cows milking and selling milk on three retail routes and a wholesale 
route and a school route—also buying some milk from neighboring farms. As 
we tried to expand the business we met consistently heavy opposition from estab- 
lished dealers in the marketing area. 

Mr. MAcINtTyRE. Would one be H. P. Hood & Co. in Boston? 

Mr. Haseores. Yes. The primary means of competition being the Hood Co. 
We were developing a nice business and producing and selling a lot. Suddenly 
the largest dealer in this market started taking our wholesale business and put 
us out on a limb where we had milk we produced and we could not sell. A 
couple of fellows in Bellingham, Mass., opened a gallon jug store, and while 
Bellingham is 5 or 6 miles away from our normal area of doing business, they 
started taking a few of our customers. We watched these fellows’ progress for 
6 or 7 months and decided they must have something on the ball. We endeavored 
to open a store of the same nature up near Woonsocket, R.I., but on the Bel- 
lingham, Mass., side of the line. This store did well and we opened five or six 
more here after 1956. Year after that quickly outgrew our dairy plant located 
on farm at Cumberland, R.I., and we moved to a larger plant at 909 Cumberland 
Hill Road, Woonsocket, R.I. This would put us at the fall of 1957. Operat- 
ing a farm at Beeshill Road, Cumberland, a processing plant at 909 Cumberland 
Hill Road, Woonsocket, R.I., and approximately 20 dairy stores selling milk 
exclusively in gallon and half-gallon glass containers. In January 1958 we 
decided to sell milk in the Boston market and bought a bottling plant at 200 
Old Colony Avenue in Boston and opened three stores in March 1958. 

Mr. MacIntyre. What sort of licenses did you secure from the Common- 
wealth of Massachusetts? 

Mr. HASEoTES. For Boston plant and stores? 

Mr. Macintyre. Milk dealers’ licenses which allow you to buy and sell milk 
in the Commonwealth of Massachusetts. 

Mr. HAspores. Yes. 

Mr. MacIntyre. Wholesale and retail on routes and through stores? 

Mr. Hasgores. Yes. In setting up plant at Old Colony Avenue we had tough 
competition. We entered into an agreement with the Dorsey Equipment Co. 
in Malden, Mass., to buy approximately $60,000 worth of milk processing ma- 
chinery to be used in our Boston plant. The agreed terms of the sale were 50 
percent down or $30,000 and 50 percent financed, or $30,000 more financed, mak- 
ing a total of $60,000. When the equipment arrived by trailer trucks from the 
factory in the Midwest where manufactured, the Dorsey Equipment Co. informed 
us that they could no longer go along with the before-mentioned agreement of 
50 percent down and 50 percent financed, as their three largest customers, the 
Hood Co., Whiting Co., and United Farms, all of Charlestown, Mass., made it 
plain to Dorsey that if they cosigned at the banks for the credit part of the equip- 
ment purchase, they (meaning Dorsey) would no longer enjoy business from the 
other three dealers. This made it particularly hard on us because at the 
time we had just bought a building. 

Mr. MacIntyre. How were you informed about this matter? 

Mr. Haseores. Strictly verbal. 

Mr. MacIntyre. By Mr. Jim Dorsey? 

Mr. HASEOTEs. Yes. 

Mr. MacIntyre. What is his position with Dorsey? 

Mr. Haseores. Owner of the Dorsey Equipment Co. And the buying of this 
building had taken a lot of our Working capital. We had counted on only having 
to. expend $30,000 for equipment to get the Boston plant in operation, but after 
receiving word from Dorsey that he would no longer cosign at the bank for our 
equipment, we had to go out and dig up $30,000 more in order to pay for the 
equipment before it was unloaded. We got the plant in operation and opened 
three stores in Boston, Mass., and immediately upon opening these three stores, 
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milk was sold out of other stores in the neighborhood at prices the very same 
that we were charging, and this was in effect a lower price, as the consuming 
publie would buy milk from other stores in the area of our three dairy store op- 
erations without having to put a deposit down’on the bottle, as other dealers were 
selling milk in paper containers and no deposit was required. 

Mr. MacIntyre. How much deposit was required on gallon and half gallon 
glass containers? 

Mr. HAsgores. Deposit on gallon, 25 cents; half gallons, 15 cents. We pro- 
ceeded to open about 10 more stores in October of 1958, and the stores did fairly 
well despite the unfair competition the other dealers were putting in our path, 
and by this I mean they required no deposit on their product while we required 
25 cents on a gallon and 15 cents on a half gallon. In many cases Hood Milk 
offered two half gallons in paper containers for the price we were charging for 
one gallon jug and that undersold us. After continual pressure, the Milk Control 
Board—Massachusetts Control Commission—held a hearing in Arlington, Mass., 
to hear the pros and cons of the State regulation relating to the resale price of 
milk through stores. The hearing was in our opinion very one sided and lasted 
until 4 a.m. in the morning, we being the last ones to speak. I don’t have a record 
of the Arlington hearings. We had engaged counsel and we had that expense 
and so we could not afford to buy the hearings at the time. 

Mr. MacIntyre. We have papers from your attorney, James Gahan, EMsq., 15 
State Street, Boston, Mass. 

Mr. Haseores. The hearings lasted until 4 a.m. We presented our case. I 
would say, after listening to the hearings, about 30 other proponents’ price-fixing 
regulations going in, but their testimony was almost entirely confined to effects 
of the law of pricing milk having to do with producers, but this was very plainly 
not the case as producers pricing of milk is done by Federal order and still is. 
The outgrowth of this Arlington hearing was the milk control board coming out 
with a recommendation on November 19, 1958, and ordered price fixing in the 
area designated as area 17. 

Mr. MAcINtTyRE. What you refer to there is an order of the milk control com- 
mission in which there was specified minimum retail price below which you were 
not to sell? 

Mr. HAseEores. Correct. They set a minimum price we were to sell milk to 
consumer. This ruling by the milk control board was definitely a move to 
help the larger dealers capture a larger piece of the consumer dollar spent for 
milk in area 17. This is borne out by the fact that the commission did not then 
and has not now sought to regulate the retail price of milk in the New Bed- 
ford market. This market was put under Federal control so that the producers 
are guaranteed a class 1 price for their milk. If we had gone along with the 
November 19 order of the milk control commission, it would have put us in the 
position of having our milk prices published and subject to enforcement regula- 
tions by the board while our competitors were selling house to house at unpub- 
lished prices and would be able to induce our customers to leave our stores and 
buy milk home delivered for approximately the same price. 

Mr. MacIntyre. At that point, Mr. Haseotes, were all of your sales of milk 
during this period about which you have been talking made through your retail 
stores? 

Mr. HAseores. That is correct. 

Mr. MacIntyre. In gallon and half gallon glass containers? 

Mr. Haseores. Correct. 

Mr. MacIntyre. Now I asked you earlier this year to supply us a statement of 
prices at which you had been selling milk during the period May 1, 1959, and on 
February 17, 1960, you supplied me with such a schedule of prices. I show you 
what we are marking as exhibit 4 and ask you if this is the schedule, and will 
you supplement what is shown on that schedule by telling us what your prices 
were for a gallon and a half gatlon from November 1958 through May 1, 1959? 

Mr. Haseotes. Prices from November 1958 through May 1, 1959, were—I don’t 
recall exact prices but were prices as set by Milk Control Board. 

Mr. MacIntyre. Through that entire period? 

Mr. Hasreores. Yes. There was one change there in that we did give the public 
a coupon which they could have a refund of 8 cents per half gallon and 12 cents 
per gallon and this refund was and is to be paid upon the Milk Control Board’s 
order being declared illegal by court. They have a case before the Superior 
Court in Boston to declare its legality: Cumberland Farms v. Milk Control 
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Commission, Equity 5901, in the Suffolk County Court, December 1959, entitled 
“Cumberland Farms, Inc. v. Milk Control Commission and Intervenors.” The 
value of these coupons which we believe held our business together after the 
price fixing totals approximately $73,000. 

Mr. MacIntyre. What has happened to the coupons? 

Mr. Haseotes. In possession of the public and we hold an amount of money 
aside in order to pay these coupons off if the court gives a decision in our favor. 

Mr. MacIntyre. Now these prices you told us about, were they in effect at 
each store you are operating? 

Mr. Haseores. The prices in effect in area 17? 

Mr. MacIntyre. In area 17—in effect in each and every store. 

Mr. Haseores. Each and every store? No different price in each store. I fol- 
lowed a pattern I had every time I opened a store. Others’ prices would come 
down to our level. We consider that they would undersell us. They did not 
charge for their paper containers. 

Mr. MacIntyre. On February 17, 1960, you gave me a statement showing the 
volume of your sales in terms of pounds of milk for 1958 and for each month in 
1958. I show you exhibit 5 and ask if that is the statement you gave me? 

Mr. Haseores. It is. 

Mr. MacIntyre. I would like at this point, Mr. Haseotes, to say that while 
I am putting that in as a part of the record of this conference, it isn’t expected 
that that would be made part of the public record because the subcommittee 
treated similar information from your competitors in Boston as not a part of 
the public record there. 

Mr. Haseores. I desire that it remain confidential. 

Mr. MacIntyre. Now on the same date, February 17, 1960, you furnished me 
a sheet of paper marked “Exhibit 6,” purporting to be a statement of your costs 
as of January and February 1960 in the purchase, processing, packaging, and 
selling of milk. I ask youif exhibit 6 is the sheet you gave me? 

Mr. Haseores. It is. 

Mr. MacIntyre. And again, I repeat that information of that kind regarding 
your competitors was not made a part of the public record in Boston. Although 
I cannot commit the subcommittee, I should think it would follow the same 
course with respect to your information. Now on the point of cost, I want 
to ask you a question or two if I may, and interrupt you at this point. 

Mr. HaAseores. Yes, sir. 

* * * * * * * 






Mr. MacIntyre. Now, Mr. Haseotes, let me call your attention to the October 
1958 cost schedule report that you made to the Milk Control Commission on 
behalf of Cumberland Farms, Inc., regarding the sale of milk in half-gallon 
glass containers. * * * The figures that you thus included in those cost 
schedules were correct for Cumberland Farms as of that date? 

Mr. Haseores. They were. 

Mr. MacIntyre. The cost schedules you thus submitted to the Milk Control 
Commission on behalf of Cumberland Farms, Inc., in October 1958, purporting 
to be Cumberland Farms cost—to show the costs for Cumberland Farms, Ine.— 
were certified by you as correctly showing those costs under possible penalty 
for perjury. Therefore, you endeavored to make sure they were correct? 

Mr. Haseores. Right. 

Mr. MacInryre. And to the best of your knowledge and belief, they are 
eorrect? 

Mr. Haseores. That is correct. 

Mr. MacIntyre. Since October 1958 Cumberland Farms, Inc., has experienced 
an increase in its cost by virtue of an increase in wage rate? 

Mr. Haseores. It has. 

Mr. MacIntyre. That increase was appreciable: wasn’t it? 

Mr. Haseores. Approximately 12 percent. Another cost has been legal fees 
not normal cost of business. Advertising increased in cost. I would put quite a 
few ads in papers in order to counteract low prices offering to charge our cus- 
tomers for home delivery. 

Mr. MacIntyre. Your raw material cost now is about as high as it was in 
October 1958? 

Mr. HAsEores. Correct. 


Mr. MacIntyre. It was $6.21 a hundred on 3.7 milk, and what is it today? 


Mr. Haseores. About the same; $6.39 per hundred pounds in 3.7 butterfat 
milk, to be exact. 
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Mr. MacIntyre. So the cost today is slightly higher on raw product? 

Mr. Haseores. That is correct. 

Mr. MacIntyre. May I inquire, Mr. Haseotes, I believe you said you first 
started selling milk through three routes you operated and you were producing 
milk on a farm owned by you. As you expanded those operations it was neces- 
sary to find additional sources of supply. 

Mr. HASEOTES. Correct. 

Mr. MacInryre. In general, what are the sources of supply today? 

Mr. Hasrotes. Today we buy milk from four cooperative associations located 
in Vermont and New Hampshire. 

Mr. MacIntyre. Would you name those, please? 

Mr. Hasrgores. Cabot Farmers Cooperative Creamery, Cabot, Vt.; Connecticut 
Valley Dairy Association, Lancaster, N.H.; Granite City Cooperative Creamery, 
Barry, Vt., and Tonbridge Cooperative Creameries, Tonbridge, Vt. 

Mr. MacIntyre. Those sources are all subject to regulation by the Common- 
wealth of Massachusetts, with respect to the milk coming in? 

Mr. HaAseores. They are. 

Mr. MacIntyre. And as inspected sources approved by the Commonwealth of 
Massachusetts? 

Mr. Haseores. They are. 

Mr. MacIntyre. Now, Mr. Haseotes, I want to call your attention to a matter 
called to the attention of the special subcommittee in Boston, February 17, 18, 
and 19, 1960. Statements were made by witnesses to the effect that Cumberland 
Farms, Inc., had made use of milk from uninspected sources. Do you recall 
those statements? 

Mr. Hasgores. I wasn’t present when they were made, but I understand they 
were made in there at the time. 

Mr. McIntyre. What is your position about what was testified to during cor- 
respondence and hearings? 

Mr. Haseotes. Whatever was said about Cumberland Farms buying from un- 
inspected sources is entirely untrue and is a direct attempt of competition to 
smear the name of Cumberland Farms and try to give the public an opinion 
that Cumberland Farms sold milk of inferior quality. I want to make it very 
plain—very clear—that at no time in its history did Cumberland Farms, Ince., 
sell one drop of milk that wasn’t duly licensed and inspected in area in which 
it was sold. 

Mr. MacIntyre. Did you read the testimony given by Hon. Edward J. Me- 
Cormack, Jr., attorney general of the Commonwealth, on that point? 

Mr. Haseores. I did not. 

Mr. MacIntyre. Did you read the testimony given by George Michels, chief 
of health, Commonwealth of Massachusetts, on that point? 

Mr. HAseores. I did not. 

Mr. MacIntyre. Let me make some reference to some of that testimony, if I 
may. Mr. Michels made reference to information he had to the effect that a load 
of more than 45,000 pounds of milk had been shipped in from Constantine, Mich. 
Did Cumberland Farms get that milk? 

Mr. HASseEorTEs. It did not. 

Mr. MacIntyre. Do you know anything about a shipment of milk from Con- 
stantine, Mich.? 

Mr. HAseores. I know personally of shipments of milk from Michigan. 

Mr. MAcINTYyRE. What do you know about them? 

Mr. Haseores. Well, I know that they were not at any time received or used 
by Cumberland Farms, Ince. 

Mr. MacIntyre. Let me give you some dates on shipments and ask you some 
questions about a particular shipment from Constantine, because I think it 
is to your interest as well as to the interest of all coneerned that we try to 
get some of these things cleared up. The shipment to which I refer apparently 
was made by the Constantine Cooperative Creamery Co., Constantine, Mich., 
in a period preceding February 3, 1959, and amounted to more than 45,000 
pounds. Do you acknowledge that such a shipment was made to you? 

Mr. HAsgores. No, I don’t know. 

Mr. MacIntyre. Do you know a Mr. Welgansod? 

Mr. Hasgeotes. No, I don’t know. 

Mr. MacInryre. If he were to testify he had dealings with you? 


Mr. Haseores. I don’t know him at all. I have heard the name, but I don’t 
know him at all. 
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Mr. MacIntyre. Did you make any arrangements in the latter part of 1958 
with Wm. O’Donnell, Inc., of Elkhorn, Wis., to haul some milk in from Wisconsin? 

Mr. Haseores. No, I did not. 

Mr. MacIntyre. What would O’Donnell trucking equipment be doing pulling 
out of your plant on October 17, 1958, if that concern had not been hauling 
milk into your plant? 

Mr. Hasgeotes. O'Donnell or any truck resembling it on October 17, 1958, or 
any other day in October of 1958 or 1959. 

Mr. MacIntyre. Anyone testifying to that effect would not be telling the 
truth in your view? 

Mr. HASEoTEsS. Positively. 

Mr. MacIntyre. Has not trucking equipment of that concern been in the 
yards of Cumberland Farms at 200 Old Colony Avenue, area 17? 

Mr. HaAsgotes. I came prepared to answer any and all questions relating to 
the subject company. I am not prepared to answer accurately or clearly 
questions relating to any other corporation. 

Mr. MacInryge. I am speaking of Cumberland Farms, Inc., plant at Woon- 
socket. 

Mr. Haseores. Cumberland Farms, Ine., does not have a plant at Woonsocket. 

Mr. MacIntyre. It is Cumberland Farms Dairy, Inc. 

Mr. Haseortes. That is correct. 

Mr. MacIntyre. With its processing plant at Woonsocket, R.I? Is it correct 
to say both plants are in effect the same? 

Mr. HaAseores. It is not. 

Mr. MacIntyre. Tell us about O’Donnell being at Cumberland Farms Dairy, 
Inc., in Woonsocket. 

Mr. Haseores. I am not going over the testimony at the hearing and the 
purpose of the investigation. I have testified accurately and completely on 
the relations of Cumberland Farms, Inc. I have not gone into the records of 
Cumberland Farms Dairy, Inc., to refresh myself. Did not deem it necessary 
to answer questions on that phase of the business. We are not dealing with 
area 17. Cumberland Farms Dairy, Ine., has not had dealings at all in area 
17. I am giving you completely the supplies of milk, accurate information 
costwise, and so on. Cumberland Farms, Inc., Massachusetts, does business 
in area 17. 

Mr. MacIntyre. Doesn’t 
Ine.? 

Mr. HASEOTES. No, it does not—not one drop. 

Mr. MacIntyre. Is Cumberland Farms Dairy, Inc., plant at Woonsocket, R.I., 
licensed to bring milk into Boston by the Commonwealth? 

Mr. Haseores. It is in some areas, but is not licensed to sell milk in the area 
known as area 17. 

Mr. MacIntyre. This is Metropolitan Boston? 

Mr. HAseores. That is correct. 


Mr. MacIntyre. Has it at any time had any milk which has been delivered to 


Cumberland Farms Dairy, Inc., at Woonsocket, R.I., and been delivered later to 
anyone in area 17 in Boston? 


Mr. Haseores. It has not. 


Mr. MacIntyre. What is done with the milk that is carried into Woonsocket, 
R.I., plant? 


Mr. HAseores. Sold entirely out of area 17. Areas in Massachusetts, New 
Hampshire, and Maine as fluid milk. 

Mr. MacIntyre. In what areas of the Commonwealth outside of area 17 do 
you sell milk out of Woonsocket? 


Mr. Haseores. Bellingham, Billington, Fitchburg, Gardner, Leominister, North 
Reading, Norwood. 

Mr. MacIntyre. Now, regarding the source of milk for the Woonsocket, R.I., 
plant of Cumberland Farms Dairy, Inc., do you include some sources then that 
you consider without regulation and without inspection from the Commonwealth 
of Massachusetts? 

Mr. Haseores. I 4m not prepared to answer that. I am not refreshed on the 
receipts or disposition of milk from Woonsocket, R.I. 

Mr. MacIntyre. But you have bought from a milk broker in New Jersey? 

Mr. HASsEoreEs. We have, yes. ° 


Mr. MacIntyre. He is not subject to Massachusetts regulation or inspection ; 
is he? 


it get some milk from Cumberland Farms Dairy, 
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Mr. Haseores. I don’t know. 
Mr. MacIntyre. Will you specify his name and address on the record? 

Mr. HAseotes. Mr. Isador Cohn, Dairyland Milk & Creamery Co., Paterson, N.J. 
Mr. MacInryre. You don’t actually know where the milk you buy from him 
originates? : 

Mr. Haseotes. Some of it we do. 

Mr. MacIntyre. Some out of Bedford, Pa.? 

Mr. HaseotTes. Not to my knowledge. 

Mr. MacIntyre. Some out of New Holland, Pa. 

Mr. Hasgeotres. Not to my knowledge. If it is, I don’t know about it. 

Mr. MacIntyre. Let me ask you this: You know a Mr. Ed P. J. Doucette, 
don’t you—of 48 South Orr, Attleboro, Mass.? 

Mr. HAseortes. I do. 

Mr. MacIntyre. He is a truckdriver ; isn’t he? 

Mr. HASEores. Yes. 

Mr. MacIntyre. Hasn’t he hauled milk into Cumberland Farms Dairy, Inc., 
Woonsocket, R.I., from Pennsylvania? 

Mr. HasgEoTes. Not to my knowledge. 

Mr. MacIntyre. Hasn’t he picked up milk from the Dairyland people? 

Mr. HAseotes. Yes, he has. 

Mr. MacIntyre. Where did he deliver that milk? 

Mr. Haseores. I don’t remember exactly without having the records before 
me. 
Mr. MacIntyre. The truck that he was driving pulled out of Cumberland 
Farms Dairy, Inc., yards at Woonsocket ; didn’t it? 

Mr. Haseores. He has driven trucks out of the yard at Woonsocket, R.I. 

Mr. MacIntyre. Down into New Jersey or Pennsylvania? 

Mr. Hasrores. Without the records before me I cannot intelligently answer 
the question. 

Mr. MacIntyre. Do you have a record of his transportation schedule in 
August 1959? 

Mr. Haseores. In August 1959? He has on occasion hauled milk from plants 
in Vermont and New Hampshire. 

Mr. MacIntyre. And did not from Pennsylvania or New Jersey? 

Mr. HaAseores. Without the records here and exact dates to back them up and 
delivery points, I would not be able to answer that intelligently. 

Mr. MacIntyre. Let me try to refresh your memory and recollection on that. 
On August 24, 1959, Mr. Doucette was seen driving a truck out of the plant yard 
at Cumberland Farms Dairy, Inec., Woonsocket, R.I. He left about 10 p.m. 
Thursday, August 20, arrived at New Holland Friday morning, August 21—— 

Mr. HAsgEorTes. I do not know. 

Mr. MacIntyre. And drove to New Holland, Pa., to the office of Meyer Zaus- 
ner Cheese Factory. Do you know about that concern? 

Mr. Haseores. I have heard the name mentioned. 

Mr. MacIntyre. You knew of this trip of Mr. Doucette’s to New Holland? 

Mr. HAseores. I did not. 

Mr. MacIntyre. He picked up a load of milk and started his return trip to 
Woonsocket. What became of the milk? 

Mr. Haseores. I know nothing of the load of milk. 

Mr. MacIntyre. But he did pick up a load of milk down there for you? 

Mr. HAsEoTES. Without records before me to refresh my memory about what 
was done in August- 

Mr. MacIntyre. Without pinning it down to the particular load in August, 
you will agree he went down there a number of times for milk. And you pur- 
chased from Dairyland in that section of the country? 

Mr. Haseortes. I did not. 

Mr. MacIntyre. It is a fact, though: isn’t it? 

Mr. HaAseores. I don’t know. 

Mr. MacIntyre. Would he be driving a truck registered in your ownership to 
pick up milk for someone else? 

Mr. HASEorEs. It is possible. 

Mr. MAcINtTyRE. Who would it be? 

Mr. HAseEores. I don’t remember whom we move milk for, but we have moved 
milk for other people in equipment owned by us. 

Mr. MacIntyre. Can you name one of those people for whom you moved milk 


in August 1959? 
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Mr. HaseotTes. Some moved for Dairyland Milk, Paterson, N.J., in August or 
September 1959, or late summer. 

Mr. MacIntyre. To what point? 

Mr. Haseores. I don’t remember point of delivery. 

Mr. MacIntyre. If trucks brought the milk to the Cumberland Farms Dairy, 
Ine., Woonsocket, R.I., that would be the point of delivery; wouldn’t it? 

Mr. Haseores. If the trucks did that you would assume it would be point of 
delivery. 

Mr. MacIntyre. That would include some of this milk 
Dairyland? 

Mr. HAseEores. Not necessarily. 

Mr. MacIntyre. Well, you agree that you did purchase from Dairyland, 
Inec., for the use of the Cumberland Farms Dairy, Inc., plant at Woonsocket and 
it was delivered to the Woonsocket plant ; wasn’t it? 

Mr. HASEOTEsS. It was. 

Mr. MacIntyre. Do you have any idea of the volume of milk purchased from 
Dairyland, Inc., that went to the Woonsocket plant? 

Mr. HASEoTEsS. I don’t recall. 

Mr. MacIntyre. Now the testimony of Mr. George Michels, health officer 
from the Commonwealth of Massachusetts, had to do with the shipments of milk 
out of Cuba, N.Y. Tell us what you know about those. 

Mr. HAseEores. I know nothing about shipments of milk from Cuba, N.Y. 

Mr. MacIntyre. Let me read you a letter, and I want to get your comment on 
that. The letter is from Mr. L. L. Clough, assistant director, Department of 


Agriculture and Markets, State of New York. I quote a paragraph from it 
as follows: 


purchased from 


“Please be advised that we have examined the reports of the Cuba Cheese 
& Trading Co., Inc., of Cuba, N.Y., for the months of August 1958 through Jan- 
uary 1959 for the purpose of ascertaining whether or not there were shipments 
of milk by this company to New England. The only such shipment which we 
found is in the month of November 1958 when they were shipping from the South 


Cuba plant of this company to the Cumberland Dairy, Woonsocket, R.I., 45,150 
pounds of milk.” 


The letter is dated February 24, 1959. 

Mr. HAseores. I don’t know. 

Mr. MAcIntTyreE. Are you prepared to testify about it? 

Mr. HAsgEoTeEs. That is not correct. I am stating that I know nothing of the 
transaction at all. 

Mr. MacIntyre. You are not prepared to testify that that is correct? 


Mr. HaAseorEs. I am not prepared to testify that it is correct or that it is not 
correct. 


Do you recall that? 


Mr. MacIntyre. Well, on the assumption for the moment that it is correct, 
were there purchases of milk made by Cumberland Farms Dairy, Inc., Woon- 
socket, R.I., from the Cuba Cheese & Trading Co.? 

Mr. HASEoTEs. Not to my knowledge. 

Mr. MAcINTyRE. At any time? 

Mr. HASsEores. At notime. Not to my knowledge. 

Mr. MacIntyre. We were talking about Mr. Doucette picking up a load of 
milk on August 21 in New Holland, Pa. Is it not a fact that on the previous 
day Mr. Doucette called you personally for instructions on what route to use 
in returning with the load of milk from New Holland for you? 

Mr. Haseotes. Not to my knowledge. 

Mr. MacIntyre. And you instructed him on what route to use? 

Mr. Haseores. Not to my knowledge. 

Mr. MacIntyre. When you say, “not to my knowledge,” you have no recollec- 
tion of it? You are not saying that it did not occur? 

Mr. HASEoTEs. I am not saying that it did occur or did not occur. 

Mr. MacIntyre. You are simply saying you do not recall at this time what 
the facts are about that. 

Mr. Hasxotes. That is correct. 

Mr. MacIntyre. Mr. Haseotes, in view of the testimony that was given in 
Boston to the effect that your companies were importing milk from uninspected 
sources, I believe that it would be a disservice to your company and to you 
unless you fully explain on the record what, if anything, is involved in that 
respect. 

Mr. Haseorps. As I tried to explain previously in this conference, Cumber- 
land Farms, Inc., is a separate and distinct business operating at 200 Old 
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Colony Avenue, Boston, Mass., and is buying 100-percent Massachusetts in- 
spected and approved milk for sale within area 17. It has no dealings with 
respect to the movement of milk of Cumberland Farms Dairy, Inc., at Woon- 
socket, R.I. What might constitute an inspected source of milk for Cumber- 
land Farms, Inc., does not necessarily constitute the like supply of milk for 
Cumberland Farms Dairy, Inc., or vice versa. 

Mr. MacIntyre. In effect, what you are saying when coupled with your 
earlier testimony is that you bought milk from Dairyland in Paterson, N.J., 
and had it transported to Cumberland Farms Dairy, Inc., Woonsocket, but that 
milk was not sold in area 17? 

Mr. Haseotes. Any milk purchased from Dairyland, Paterson, N.J., to Cum- 
berland Farms Dairy, Inc., Woonsocket, R.1I., wasn’t licensed to necessarily 
sell in area 17. 

Mr. MacIntyre. What you are saying in effect, then, is this: That some ship- 
ments of milk which were received from unregulated and uninspected sources 
by the Cumberland Farms Dairy plant at Woonsocket, R.I., plant went into 
deliveries where the deliveries did not have to be accounted for in the pool 
for area 17 as regulated and inspected milk. 

Mr. Haseotes. Well, Cumberland Farms Dairy, Inc., did not have to be 
accounted for to any pool or any regulations at all. Entirely unregulated milk. 

Mr. MacIntyre. Now would the deliveries in that connection include deliv- 
eries on Federal Government contracts? 

Mr. H’aseores. It would, yes. 

Mr. MacIntyre. With what Government facilities does Cumberland Farms 
Dairy, Inc., have contracts to supply milk? 

Mr. HasgEortes. It now has supplied to Portsmouth, N.H.; Ayers, Mass.; Bruns- 
wick, Maine; Kittery, Maine. 

Mr. MacIntyre. Is Fort Devens included in this? 

Mr. HAseEores. It is. 

Mr. MacIntyre. Located where? 

Mr. HASEoTEs. Ayer, Mass. 

Mr. MacIntyre. The milk delivered to. those locations would be subject to 

.S. Public Health regulations? 

Mr. Haseores. It would. 

Mr. MacIntykRe. And it is your testimony that all of the milk you had from 
these uninspected sources would meet those U.S. Public Health Service 
standards. 

Mr. Haseotes. I cannot define them as uninspected sources. They are in- 
spected in one form or another but are unregulated sources of milk. 

Mr. MacIntyre. Well, the Cumberland Farms, Inc., plant in Boston is geo- 
graphically closer to Fort Devens than the Woonsocket plant? 

Mr. HASsEoTES. Well, it might be closer where the crow flies, but in actual time 
is as accessible from Woonsocket as from Boston, Mass., to most of these bases. 

Mr. MacIntyre. Therefore, you are delivering from Woonsocket rather than 
from Boston? 

Mr. Haseores. That is correct. 

Mr. MacINntTyrE. What about the cost of processing this milk delivered to these 
Government installations? Would you say it would be less costly in Woonsocket 
than in Boston? 

Mr. HaAsEores. More costly in Woonsocket than in Boston. 

Mr. MacIntyre. What about cost of raw products delivered? 

Mr. Haseores. Less than cost of raw product delivered to Boston plant. 

Mr. MacIntyre. The difference is substantial; is it? 

Mr. Haseores. Don’t know exactly what it is less. 

Mr. MAcIntyre. Well, you would have some idea as to whether it was sub- 
stantial or not; wouldn’t you? 

Mr. HAsgeores. I would not be in a position to say whether substantially less 
or not, but it is less. How much less, I don’t know. Enough to warrant main- 
taining plant at Woonsocket to supply these Government contracts. 

Mr. Macintyre. The point of my definition of substantial in this regard is 
that the amounts of differences in cost make it worthwhile. 

Mr. HMAseotes. That is correct. 

Mr. MacIntyre. Difference makes it worthwhile. 

Mr. HaAseotes. That is correct. 

Mr. MAcINtTyrE. What reports of receipts of milk do you make to Federal 
authorities with respect to that received at Woonsocket plant? 

Mr. HAsgeores. No reports at all. 
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Mr. MacIntyre. What sort of record do you have of those receipts? 

Mr. HaAsgores. I am not familiar with the exact method of recordkeeping of 
milk at Woonsocket plant, but think records kept like at any other milk re- 
ceiving processing plant. 

Mr. MacIntyre. Well, since it is long ago and far away that these shipments 
from Constantine and Cuba allegedly took place, since you have no records 
you are not recalling them. Do you believe there is any possibility of recalling 
them without the records? 

Mr. HASsEorES. There would not be. 

Mr. MacIntyre. Will you name specific sources other than Dairyland in 
Paterson, N.J., from which you have received milk for the Woonsocket plant? 

Mr. Haseores. The Woonsocket plant has received milk from Washington, 
Vt., and other handlers in Vermont and New Hampshire 

Mr. MAcINTyrE. In addition to Dairyland at Paterson, N.J., it would have in- 
cluded all other sources of supply of Cumberland Farms in Boston? 

Mr. HASEoTEs. It would. 

Mr. MacIntTyke. Why did you fail to answer the questionnaire sent out by the 
Massachusetts Control Commission relative to your cost of doing business in 
Greater Boston during the month of June 1958? 

Mr. Haseores. I did not submit the cost record on advice of counsel. We be- 
lieved at the time, and with very good reason to believe that the Milk Control 
Commission was, to put it bluntly, playing “footsy” and comparing cost figures 
submitted by independent dealers with larger dealers in Boston marketing area. 

Mr. MacIntyre. Well, you were appointed by the Massachusetts Control Com- 
mission to a milk industry advisory committee ; were you not? 

Mr. HASEOTES. At what date? 

Mr. MAcINtyre. This would be in June 1958. 

Mr. HASEorTES. I was not. 

Mr. MACINTYRE. Were you not in October 1958? 

Mr. HASEOTES. I was not. 

Mr. MAcINTYRE. Were you at any time? 

Mr. HASEoTES. It seems to me that I was asked to attend a meeting called 
together by the Massachusetts Milk Control Commission sometime in the sum- 
mer of 1959, at which time I was led to believe I was to be placed on some sort 
of advisory board and did so receive notification that I was placed on some 
advisory board the latter part of 1959. 

Mr. MACINTYRE. Have you heard anything since then? 

Mr. Haseores. I have not. 

Mr. MacIntyre. We have talked about your plant at 200 Old Colony Avenue, 
South Boston, Mass., and about its deliveries of milk into area 17. Will you 
advise us a little more specifically about the areas to which it does deliver 
milk? 

Mr. HASEoTES. Yes, the Boston plant sells milk to dairy stores operated by 
other corporations owned by my family and associates in Government designated 
area 17, and also areas of the Federal Milk Marketing Order No. 90, comprising 
certain parts of South Boston, Mass. 

Mr. MacINtyre. Would it also include shipments of milk and sales of milk 
to your retail corporations which just recently opened stores in Hartford? 

Mr. HaAseores. It would not. 

Mr. MAcINtTyrE. Where would milk sold through stores in Hartford be se- 
cured ? 

Mr. HaAseotes. Delivered by a new corporation located at 306 Locust Street, 
Hartford. 

Mr. MAcINtTyrez. What is the name of that corporation? 

Mr. HASEOTES. Cumberland Farms Dairy Products, Ine. 

Mr. MacIntyre. A Connecticut corporation? 

Mr. HAserores. It is. 

Mr. MAcINyYTRE. When incorporated? 

Mr. HASEoTES. Incorporated in the summer of 1959. 

Mr. MAcINTyrReE. It is a retail operation in Hartford? 

Mr. HIAsreores. Not a business operation—a processing plant in Hartford, 
Conn., which will supply stores in the State of Connecticut operated by another 


family corporation, a Connecticut corporation named Connecticut Food Store, 
Inc. 


Mr. MAcINtTyreE. When was that incorporated ? 
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Mr. Haseores. Incorporated also in 1959. I am not sure now, but it seems 
to me these two Connecticut corporations may have been incorporated in the 
early part of 1959. 

Mr. MacIntyre. What will be the source of the milk handled by these two 
corporations? : 

Mr. Haseores. Cumberland Farms Dairy Products, Ine., Hartford, Conn., 
operates one farm at Beeshill Road, Cumberland, R.I., and another farm at 
Hoppen Hill Road, North Attleboro, Mass., and brings additional supplies of 
milk from the Connecticut Milk Producers Association, in Hartford, Conn. 

Mr. MacIntyre. I believe you have informed me you opened stores—retail 
milk stores—in Hartford, Conn., on February 19, 1960? 

Mr. Haseores. Thursday, February 18, 1960. 

Mr. MacIntyre. And through these stores milk is being sold in glass gallon 
jugs and glass half gallon containers? 

Mr. HAsgeotes. That is correct. 

Mr. MacIntyre. At what price retail? 

Mr. Hasrores. Direct to consumer out of stores at 74 cents a gallon and 
39 cents a half gallon in glass containers. 

Mr. MAcINtTYyRE. Was that the price charged when you opened the stores on 
February 18, 1960? 

Mr. HASEOTES. We opened on February 18, 1960. The price was 76 cents a 
half gallon and 39 or 40 cents a half gallon. I am not exactly sure of the price. 

Mr. MacIntyre. What was the occasion of lowering the price after February 
18, 1960? 

Mr. Haseores. On March 1, the class 1 price of milk as set by the Federal 
Milk Market Order shows a decrease of 22 a hundred pounds—2 cents a gallon 
or 1 cent a half gallon. 

Mr. Macintyre. And in your view the reduction in price you have made in 
your Hartford, Conn., stores since February 18 reflects this reduction in raw milk 
prices? 

Mr. HAseotes. That is correct. 

Mr. MAcINtTyrE. And only that difference? 

Mr. HASEOTES. That is correct. 

Mr. MacIntyre. At what price are your competitors selling milk in Hartford? 

Mr. HAsEoTes. On my trip to Hartford I saw milk being advertised for sale 
at 74 cents a gallon, but was not able to determine half gallon prices. I saw milk 
at 74 cents and also saw milk at 75 and 76 cents a gallon. 

Mr. MacIntyre. At what prices was Hood selling milk just prior to your open- 
ing these stories in Hartford, February 18, 1960? 

Mr. HAseortes. It was my recollection-that Hood milk was being sold for 89 
cents per gallon prior to February 18, 1960. 

Mr. MacIntyre. In glass gallon jugs? 

Mr. HAseortes. That is correct. 

Mr. MacIntyre. What about half gallons in paper containers? 

Mr. Haseores. To the best of my recollection, Hood was selling half gallons at 
46 to 49 cents per half gallon. 

Mr. MacIntyre. Into the store? 

Mr. HASeEoreEs. Out of the store to the consumer. 

Mr. MAcINTyrRE. What about the price into the store? 

Mr. HAseoTes. Don’t know what they were. 

Mr. Macintyre. Do you know what Hood’s prices were into the store in 
Boston at that time? 

Mr. HAseores. I don’t know due to the complicated system of rebates, dis- 
counts, and so on—advertising allowances, equipment allowances—taken into 
consideration. I found it impossible to arrive at price Hood was charging in the 
Boston area. 

Mr. MacIntyre. Is the price out of store 38 cents a half gallon in Boston on 
Hood milk? 

Mr. HASEOTES. I am not sure. I tried to find out. 

Mr. MacIntyre. Is there anything additional you feel you should add to the 
record of this conference this afternoon? 

Mr. Haseortes. Yes, I want to say that I did not try to evade questions or did 
not try to withhold answers relative to the operation at Woonsocket, R.I. It 
operates in a manner in order that we remain competitive in the field, as does 
our operation at 200 Old Colony Avenue, Boston, Mass. It is our objective in 
business to remain competitive and make a legitimate profit. In order to retain 
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certain amount of working capital in our business, we have set up many corpora- 
tions and operate them all in a businesslike profit method. We have operated 
eontinuously at a profit and can operate it at a loss, and have not attempted to 
sell milk at less than cost to remain in business or attract business. Every place 
we have sold milk has been at a price at which we could make a reasonable profit 
in order to stay in business and continue to expand. This has been borne out 
by the fact that we started selling milk with 1 store in 1958 and at present oper- 
ate approximately 60 dairy stores with 3 modern, efficient, bottling plants. In 
effect, one of the big things has been the fact that the Milk Control Commission 
has been continuously fighting on the side of the large dealers in the Boston 
market and if the Milk Control Commission in November 1958 had not instituted 
a fixed price in the market, these larger individuals would have continued to sell 
below cost for the months from November 1958 through June 1959. I believe the 
only profit United Farms, Whiting, or Hood made on milk in 1958 or 1959 was 
due to the Milk Control Board order increasing the cost of milk to the consumers. 
The nearest figure I could get on this is approximately 3144 cents per quart in- 
crease in cost of milk to consumers, which would amount to about $1 million 
per month which the Milk Control Commission has allowed the three largest 
dealers to take from the public in the 8 months in question. I can say that I 
will be glad to submit more detailed records, tax statements, or what may be 
necessary to corroborate testimony given you here and would be glad to have any 


certified accounting firm supply you with whatever information may be of help 
to you. 


Mr. MacINTyre. That completes your statement? 

Mr. HaAseortes. Yes. 

Mr. MacIntyre. Except for the data appearing on exhibits 5 and 6 and the 
answers you gave already here this afternoon dealing with cost, you do not 
request that the material be treated confidentially ? 

Mr. HASeEoTEs. That is correct. 

Mr. MacInryre. And if the committee sees fit to publish it, you agree that it 
may be published? 

Mr. HASEoTEs. Yes. 

Mr. MAcIntTyreE. What you desire be kept confidential are the figures and 
schedules on exhibits 5 and 6, and your answers about your costs? 

Mr. Haseores. That is correct. 

Mr. MacIntyre. Now I want to ask you this: If immediately upon the tran- 
scription of these notes of this conference, a copy is supplied you, will you pro- 


ceed to put that in the form of an affidavit before a notary, and return it to us 
under oath? 


Mr. Haseortes. I will. 

Mr. MacIntyre. We will supply a copy to you as soon as it is transcribed for 
that purpose and also an extra copy for your files. 

Mr. HAseores. I will notarize the same and return it. 

Mr. Macintyre. We certainly thank you for your courtesy and cooperation in 
coming and spending the afternoon with us in making a record of this conference. 

Mr. Haseores. I want to cooperate to the fullest extent and am sorry that I 
was not on time. I was detained on my way to Boston on that Friday when I 
missed you gentlemen. I was extremely sorry I was detained and in coming here 
hoped I could help make up for some of the inconvenience of my not being there 
when I was summoned. 

Mr. MacIntyre. This explanation you have just made will be included in the 
transcript record of this conference for the information of Mr. Steed and other 
members of the subcommittee. 

Except for typographical errors above is a true copy of our conversation. 

D. B. HASEOTES. 

Sworn and subscribed to me this 30th day of March 1960. 

[SEAL] FRANCIS N. At.aer, Notary Public. 





EXHIBIT 1 


Ferruary 26, 1960. 


Mr. D. B. HASEOTEs, 
Manager, Cumberland Farms, Inc., 
South Boston, Mass. 


Dear Mr. HAseores: The subject matter of your letter has been brought to the 
attention of Congressman Steed, the chairman of the special subcommittee. Itis 
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his view that I and other members of the staff should confer with you and re- 
ceive from you such information as you can provide us before the subcommittee 
concludes its consideration of the matter. 

In view of these circumstances, it is felt that we should attempt to schedule a 
conference in Washington next Thursday of Friday, March 3 or 4. Therefore, 
please advise whether it will be possible for you to participate in a conference on 
either of those dates. I would appreciate a telephone call from you after you 
have considered this. 

With best wishes, I am 

Sincerely, 
EVERETTE MAcINTYRE, Generul Counsel. 


EXHIBIT 2 
CUMBERLAND FARMS, INC., 
February 23, 1960. 
Mr. EVERETTE MACINTYRE, 
Select Committee on Small Business of the House of Representatives of the 
United States, Washington, D.C. 


DEAR Mr. MacIntyre: This is to confirm our conversation of this afternoon, 
at which time I expressed my willingness to appear either before the Select 
Committee on Small Business or at a conference with Mr. Brooks Robinson and 
yourself at a date convenient to the committee or yourself. 

I am sorry that I was not available on Friday, February 19, when I was called 
to appear at the hearing in Boston, Mass. I was caught in a very tight schedule 
and when I called Mr. Robinson to inform him I would be a little late, I was very 
sorry to hear that the hearings had been concluded. 

I believe my testimony would be very informative to the committee and 
therefore make this offer to come to Washington to appear before you if neces- 
sary. 

Very truly yours, 
D. B. HAseotes, Manager. 


ExwMiBIt 3—-A 


Cumberland Farms Dairy Stores, Inc. (Massachusetts corporation) : 
President : George Haseotes. 
Vice president: None. 
Secretary : None. 
Treasurer: Byron Haseotes. 
Clerk : Constantine Bassis, 34 Emory Street, Attleboro, Mass. 
Check signing authority: President or treasurer or V. 8S. Haseotes or D. B. 
Haseotes. 
V. S. N. Realty, Inc. (formerly Cumberland Farms Realty, Inc.; name changed 
December 6, 1957) (Rhode Island corporation) : 
President : Aphrodite Haseotes. 
Vice president : Vasil Haseotes. 
Secretary: George Haseotes, general manager and agent for service of 
process, 
Treasurer: Byron Haseotes. 
Clerk : None. 
Check signing authority: President or treasurer or V. S. Haseotes or D. B. 
Haseotes. 
Cumberland Farms Dairy, Inc. (Rhode Island corporation) : 
President : George Haseotes. 
Vice president : Vasil Haseotes. 
Secretary : Aphrodite Haseotes. 
Treasurer: Byron Haseotes. 
Clerk : Nene. 
Check signing authority: President or treasurer or V. S. Haseotes or D. B. 
Haseotes. 
Cape Cod Farms, Ine (Massachusetts corporation) : 
President : George Haseotes. 
Vice president : None. 
Treasurer: Byron Haseotes. 
Clerk : Constantine Bassis. 
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monwealth Dairy Stores, Inc. (Massachusetts corporation, incorporated 


January 7, 1958. Address, 200 Old Colony Avenue, South Boston, Mass.) : 


Cum 


President : George Haseotes (January 27, 1958, meeting). 
Treasurer : Byron Haseotes (January 27, 1958, meeting). 
Clerk : Constantine Bassis (January 27, 1958, meeting). 


berland Farms, Inc. (Massachusetts corport ition, incorporated January 7, 
1958): 

President : George Haseotes (January pd 1958, meeting). 

Treasurer : Byron Haseotes (Ji mnuAry 2 , 1958, meeting). 

Clerk : Constantine Bassis (January 19% 8, meeting). 


Exursit 3-B 
CUMBERLAND FARMS DAIRY STORES, INC. 


946 Washington Street, South Attleboro, Mass. eee 1-8721, 

80 Union Street, Attleboro, Mass. ATtleboro 1—372( 

Turner and Westminister Streets, South aide Mass. SOuthgate 
1—S8738. 

Central Avenue, Baker’s Corners, Seekonk, Mass. SOuthgate 1-8723. 

1 Bank Street, North Attleboro, Mass. MYrtle 5—9061. 


4. 137 Pulaski Boulevard, Bellingham, Mass. TUcker 3—9466. 
. 1024 Washington Street, Norwood, Mass. NOrwood 7—7148. 
. Taunton Avenue (Route 44), Seekonk, Mass. EDison 6—9814. 


35 Mechanic Street, Leominister, Mass. KEystone 4-9745. 


2. 432 Water Street, Fitchburg, Mass. DIamond 3—9646. 


76 City Hall Avenue, Gardner, Mass. GArdner 3533. 


. Economy Shopping Center, 206 Cambridge Street, Burlington, Mass. 


BRownie 2—9829. 


25. 305 High Street, Clinton, Mass. EMpire 59879. 


28. Main Street and Emerson Road, North Reading, Mass. NO 4-8583. 


16. 
19. 


CAPE COD FARMS, INC. 


East Main Street, Falmouth, Mass. 

1397 Cove Road, New Bedford, Mass. WYman 6—9392. 

1700 Acushnet Avenue, an w Bedford, Mass. WYman 6—9385. 
1841 South Main Street, Fall River, Mass. OSborne 8—9893. 


. 1884 Pleasant Street, F al River, Mass. OSborne 8—9897. 


1447 North Main Street, Fall River, Mass. OSborne 8—9801. 


2. 962 County Street, Somerset, Mass. OSborne 8—9803. 
. 1047 Main Street, Brockton, Mass. JUniper 3—9492. 


72214 North Main Street, Brockton, Mass. JUniper 3—9684. 
State Road, South Yarmouth, Mass. ExXeter 8—-8785. 


COMMONWEALTH DAIRY STORES, INC. 


Dairy, 200 Old Colony Avenue, South Boston, Mass. ANdrew 84436, ANdrew 


50. 
51, 


52. 
53. 
D4. 
5D. 
56. 
oT. 
58. 
59. 
60. 
61. 
62. 
63. 
6A. 
65. 
66. 


84417. 
200 Old Colony Avenue, South Boston, Mass. 
2065 Washington Street, Roxbury, Mass. GArrison 7—9390. 
602 Parker Street, Roxbury, Mass. GdArrison 79100. 
380 Columbus Avenue, Boston, Mass. ClIrcle 7-7774. 
394 Geneva Avenue, Dorchester, Mass. GEneva 6—9627. 
129-131 L Street, South Boston, Mass. ANdrew 8—9707. 
803 Broadway, Chelsea, Mass. CHelsea 3—9765. 
27 Chelsea Street, Everett, Mass. DUnkirk 9—9637. 
197 Elm Street, Somerville, Mass. SOmerset 6—9249. 
1195 Bluehill Avenue, Mattapan, Mass. BLuehille 8-9772. 
141 Broadway, Somerville, Mass. SOmerset 6—9527 
1889 Centre Street, West Roxbury, Mass. FAirview 3—9892. 
375 Salem Street, Malden, Mass. DAvenport 4—-9699. 
290 Salem Street, Medford, Mass. EXport 5—-9633. 
935 Massachusetts Avenue, Arlington, Mass. MIssion 8—9861. 
698 Hancock Street, Quincy, Mass. (Wollaston, Mass.). GRanite 2-9660. 
252 Huron Avenue, Cambridge, Mass. ELiott 4-8694. 
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. 4082 Washington Street, Roslindale, Mass. FAirview 3—-9794. 
68. 3 Carter Street, Waltham, Mass. TWinbrook 3—-9274. 

69. 349 Centre Street, Jamaica Plain, Mass. _ JAmaica 4-9730. 
70. 141A Massachusetts Avenue, Arlington, Mass. MIssion 8—96038. 
71. 5388 Washington Street, Quincy Point, Mass. GRanite 2—9414. 
72. 110 Western Avenue, Lynn, Mass. LYnn 5—9651. 

73. 1065 Western Avenue, West Lynn, Mass. 


CONNECTICUT FOOD STORE, INC. 


01. 45 Burnside Avenue, East Hartford, Conn. BU 99610. 
Uz. 693 West Main Street, New Britain, Conn. 

103. 124 Market Square, Newington, Conn. 

104. 626 Franklin Avenue, Hartford, Conn. CHapel 6—-9008. 
105. Shopping Parkade, Manchester, Conn. 


EXHIBIT 4 
Schedule 1I—Prices from May 1, 1959 to present 


Retail price } 


Month Gallon Half gallon 
OS its ein cinerea $0. 81 $0. 44 
TI hci tpn ise ss ec cre i a eee .81 . 44 
I tes es esas caeae ecco ca al ct atari ali ie 3 . 38 
SN ih ei scars can nk a pac shag cave cabins ncn cabs ear tl . 81 . 42 
ONION Ss a a a eed . 85 . 44 
is ci a ich arco ac ate ttn cs co Trae cb oa ean ees Saleen aa . 85 . 44 
I ies aliens cnet wea ase ena . 85 . 44 
I ie sissies se daccetedarhindln etnietiel ate aot tensiictrani aclaganaeeeinal . 85 . 44 
I it ics bac 2 cies eka neta baal east ac eke cee aap eae . 83 .43 
WUE TS ss ntcicinccnnngein peta ecg ae . 83 43 


1To the price indicated is added the deposit of 25 cents for the gallon jug and 15 cents 
for the half-gallon jug, refundable upon return. 

2In months of May and June of 1959, we issued coupons equal to 12 cents on each 
gallon and 8 cents on each half gallon sold. A ease to decide the validity of those 
coupons is now before the Massachusetts Superior Court. If the case is decided in our 
favor, the price for milk in May and June will be changed to reflect the 12 cents per gallon 
and S cents per half gallon refund to the consumer (The price for those months would 
then be 69 cents and 36 cents for the gallon and half gallon, respectively.) 


EXHIBIT 7 
CUMBERLAND FArRMs, INC., 
February 17, 1960. 
Mr. EVERETTE MACINTYRE, 
Select Committee on Small Business, 
House of Representatives of the United States, 
Boston, Mass. 


Dear Mr. MacIntyre: Enclosed please find information requested by you, 
listed as follows: 

1. Sales in area No. 17, by month, for 1959. Annual sales for each of the 
previous 5 years, in pounds. (See schedule I.) 

2. Prices from May 1, 1959, to present. (See schedule II.) 

3. Copy of information submitted to the Massachusetts Milk Control Com- 
mission. The report was filed, but a duplicate copy cannot be located; how- 
ever, if you will contact the Milk Control Commission, we will authorize its 
release. 

4. Statement of cost. (See schedule III.) 

If I can be of any further service to you, please feel to call upon me. 

Very truly yours, 
D. B. HASEOTES, Manager. 


x 









































